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Foreword 



by the Rt. Hon. Mrs. Barbara Castle, M.P., 

Secretary of State for Employment and Productivity 

Every worker expects a reasonable standard of living for himself and his 
family and feels entitled to a fair share of the wealth he has helped to create. 

These are not only reasonable expectations. They are also the objectives of a 
wide range of social and economic policies pursued by the Government. 

Family allowances, unemployment benefit and supplementary benefits are 
but three aspects of the Government’s attempt to provide social security for 
everyone. And the productivity, prices and incomes policy is an example of 
the combined effort to raise the standard of living and fairly share the fruits 
of economic growth. 

But there are some who say that all this does not go far enough. The 
Government, they argue, should introduce a national minimum wage because 
it would go some way towards dealing with the low wages still paid in many 
industries and would guarantee the lower paid a share in rising prosperity. 

Opponents of a national minimum wage say that any levelling up of incomes 
would be short-lived and would so increase costs — and therefore prices — that 
the lower paid would soon be no better off. They also point out that individual 
needs vary according to family circumstances; that the ability of different 
industries to pay more varies according to their productivity; and that in any 
case there is no wage earner in most of the households with low incomes. 

The Government decided that the whole subject should be investigated to 
establish the likely consequences, including cost, of introducing a national 
minimum wage. It appointed an inter-Departmental committee of officials to 
go into the problem and this is the committee’s report. 

It is in my view essential reading for all those with an interest in a subject 
which touches everyone and provides the basis for a more informed discussion. 
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introduction 



JL T^ erc ^ growing public interest in the idea of a national minimum wage, 
lie Government decided, in November 1967, to appoint an Inter-Departmental 
Working Party with, the following terms of reference: 

Fo examine and report on the social, industrial and economic conse- 
quences of introducing a national minimum wage, with particular regard 
to its effects on industrial costs, wages and wage differentials, its relation- 
slup to the Government’s productivity, prices and incomes policy, and its 
relevance to the problem of families with low incomes.” 

? TiV s Publication sets out the facts, findings and conclusions reported by 
f forking 111 considering them it is necessary to bear in mind that 

e Working Party was not asked to look at the other ways in which low- 
mcome families might be helped, for example by changes in the system of 
taxation and social security benefits. The extent to which a minimum might 
be used as a supplement or alternative to other ways of countering poverty 
and promotmg social justice is, of course, a matter which must be of concern 
to the Government, but with which the Working Party itself was not concerned. 

3 The Working Party was chaired by a Deputy Under Secretary of State in 
the Department of Employment and Productivity, and the following Depart- 
ments were represented on it : 

Treasury 

Department of Economic Affairs 
Board of Trade 

Ministry of Social Security (now Department of Health and Social 
Security) 

Lord President’s Office (now Office of Secretary of State for Social 
Services) 

Cabinet Office 

Department of Employment and Productivity 

4 . The main sections of this report are set out in the table of contents. The 
principal threads of the report have been drawn together in Part 8. Summaries 
have been added at the end of most parts of the report. 

5 The Working Party collected and studied information about the arrange- 
ments for operating minimum wage systems abroad, and about the effects 
which these systems are believed to have had. A note on these arrangements 
is to be found at Appendix I, and references to them are made at various 
points in the report. There are international instruments which deal with 
minimum wage fixing machinery, both generally and in particular industries 
but none which bear on a national minimum wage. Following a study by 
experts, the Governing Body of the International Labour Organisation has 

1 
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recommended the consideration of a Convention at the Conference in 1969. 
This might lead to a Convention in 1970. It is uncertain whether such a 
Convention would be specifically related to the position in developing countries. 

6 The Working Party was not required to advise on the appropriate level of 
a national minimum wage. Various figures have been suggested for this 
purpose, varying up to the T.U.C.’s demand for a £15 minimum earnings 
guarantee for a 40 hour week for adult males. 

7 In its Report the Working Party presented a number of calculations based 
on various hypothetical minima. These are purely illustrative and are not 
intended to indicate a preference by the Working Party for any particular level. 
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I. The Arguments 



1 he purposes of a national minimum 

8 Although the idea of a national minimum has attracted a good deal of 
interest, particularly over the last year, the case for and against it does not 
appear to have been analysed in detail in either political or academic circles. 
It appears to us that a number of distinct but related arguments could be 
advanced to justify the introduction of a national minimum wage. These are 
set out briefly with some comments and arguments which could point the 
o tier way, m the following paragraphs. The arguments and counter-arguments 
are discussed more fully in succeeding parts of the report. 

Social Justice 

9 It has been argued that there is a minimum level of pay below which no 
one should be expected to work, whatever the nature of the work, or the levels 
of supply and demand in the labour market. The introduction of a national 
minimum would, by establishing a uniform minimum level of pay, prevent the 
exploitation of weak, ill-informed or isolated groups or individuals, and afford 
them more comprehensive protection than is available through existing volun- 
tary or statutory bargaining machinery. The present statutory machinery is far 
from comprehensive. By no means all low paid workers come within the scope 
of this machinery, nor are all the workpeople who are within its scope low 
paid. There are some workers in most industries who earn no more than 
workers in Wages Councils industries and it is arguable that the introduction 
of a national minimum wage would provide a more comprehensive and com- 
pletfc^ f arm of protection for the low paid than does the present system, though 
the choice of level of minimum for this purpose is bound to be in ’a sense 
arbitrary, and to reflect a balance of considerations. On this argument, the 
national minimum would help to achieve the objective of the Government’s 
pokey for productivity, prices and incomes of distributing the benefits of faster 
growth in a way that meets the claims of social justice, i.e. by achieving some 
redistribution of incomes. This policy has in fact included from its inception, 
except during the period of standstill in 1966, a criterion designed to help 
low-paid workers. The shift of real resources in favour of lower-paid 
employees would, of course— at least to the extent that there was no corre- 
sponding increase in productivity— be accompanied by a shift of real resources 
away from other members of the community. 

10 It must, however, be recognised that this argument for a national mini- 
mum would be diminished if the introduction of a national minimum for the 
benefit of the low paid were to be followed immediately, or fairly quickly by 
a genera] upward movement which would not otherwise have taken place in 
the pay of higher paid workers. The likelihood of this consequence is examined 
in Part 6. 
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Social need 

11 The case for a national minimum in order to meet the claims of social 
need — i.e. (as we understand the phrase) for the relief of poverty — has been 
more fully stated. It has been claimed that it would help employed persons 
who do not at present earn enough to support a reasonable minimum standard 
of living. There is no universally accepted definition of social need in either 
relative or absolute terms. The standards of supplementary benefit are 
described in Part 2. Part 3 of this report shows that substantial numbers 
of employees earn less than they would be entitled to receive by way of 
supplementary benefit. Furthermore, the low earnings of such people prevent 
them, because of the “wage-stop” rule, from receiving full supplementary 
benefit should they become unemployed. This rule provides that unless there 
are special circumstances, the amount of benefit otherwise payable to an 
unemployed person must be reduced so that his income does not exceed what 
his available income at work would be if he were employed at his normal 
occupation. The effect of a national minimum wage on the number of wage 
stopped would obviously vary with the level at which the minimum was fixed. 
A minimum of £12 would lead to the removal of the wage stop in only a very 
few cases. Even a minimum of £15 would still leave quite a considerable 
number of people wage stopped, though in their cases the amount of wage 
stop tends to be small. 

12 On the other hand, while a national minimum could help to safeguard 
employed persons against an unreasonably low standard of living, need is 
largely related to family circumstances, whereas a wage is not, and a minim um 
wage adequate for a worker without family commitments could be less than 
adequate for a worker with such commitments. 

The encouragement of the more efficient use of manpower 

13 A further argument which has been put forward in favour of a national 
minimum is that its introduction would, by depriving employers of unreason- 
ably cheap labour, encourage them to use manpower more efficiently. The 
corollary of this is that it might lead to a somewhat higher level of unemploy- 
ment or, at least, greater movement between jobs. The economic consequences 
of, a national minimum are more fully examined in Part 6 . 

Cost 

14 The main argument which has usually been advanced against the intro- 
duction of a national m in i m um is the inflationary effect: that there could be a 
much larger increase in the national wage bill than would otherwise occur, 
with only a small part offset by increased productivity. The extent of the 
increase would depend on the level chosen and on how far differentials were 
preserved. The level chosen would also influence some of the arguments for 
the introduction of a national minimum; for example, the lower the level the 
further away it might be from satisfying social need or justice. Consequences 
of two kinds have been foreseen. First, an extra demand on the country’s 
resources would be created. In normal circumstances that could be counter- 
acted, if the situation so required, by demand management. Second, and more 
important, costs of production would be increased. Persistent balance of 
payments difficulties have argued forcibly against the acceptance of an avoid- 
able erosion of our competitive power. 
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IS 



ihe likely cost of different levels of minima is examined in Part 6. 



Administration 

16 The introduction of a national minimum wage would involve comnre- 
hensive administrative arrangements. This aspect is considered in Part ? P 

Public interest in a national minimum 

V Ifj considering these various arguments we took note of the views which 

t e ^ P Tr?d^ r ° m timS t0 timS ab ° Ut the merits of a national minimum 

persons in die T n ^ement employers. Members of Parliament, 

rSco m S? 1C T ^ thC pubUc generaI[ y. We also noted that 

mLdedfhm ^ ° R T u ^T nS and Em P lo y ers ’ Associations recoim 
.eno.d that the Government should review alternative methods of protecting 

the lowest paid including the possibility of a national minimum wage. § 
Summary 

18 The main points raised in this part are : 

(1) It can be argued that a national minimum 

ia? would be a useful tool for achieving social justice by providing 

S Dms^T'h ! nS1¥e pr0t S bon a S^nst exploitation than exists 
at present This case would however be weakened if the intro- 
duction ot a national minimum were quickly followed by a 
general upward movement in pay (9 and 10) 

C “ *°. the reM of P^erty amongst employed 
rnwrf S ° f om S would reduce the problem of the wage 
l p (11). The value of a national minimum as a means of 

accomt S nf f ZT IS • limited ' however - fc y the to that it takes no 
account of family circumstances (12). 

would lead to some improvement in the efficient use of man- 
power, at the cost of a somewhat higher level of unemployment 
or movement between jobs (13). ^ y 

The main argument which has been advanced against a national 
minimum is that it would be inflationaiy as a refult of causbg a 
much larger increase in the wage and salary bill (the precise increase 

m&TdT S Up °M 1 l Vel ^d ks repercussions on the higher 
P aj d) ^ an could he offset by higher productivity (14 and 15). 

tiefi a i • * . ^ u ld be needed to administer a 

national minimum (16). r a 

There is a good deal of public interest in the idea of a statutory 
na i°nal minimum and the Royal Commission on Trade Unions 
and Employers Associations has suggested that the Government 

&“3?55 P ° SSlbffity 38 ° ne method of Protecting the 



(b) 



(c) 



( 2 ) 



(4) 



5 



Printed image digitised by the University of Southampton Library Digitisation Unit 



Printed image digitised by the University of Southampton Library Digitisation Unit 



II. Existing Low Income Provisions 



19 At the present time there are a number of ways in which some low 

income groups can be, and are being, protected or assisted financially. The 
system of statutory wage regulation provides minimum standards of remunera- 
tion tor certain employees. The Government’s policy for productivity, prices 
aud incomes accords some priority to pay increases for low paid workers. 
Fmally, fiscal arrangements and certain social security benefits and other 
welfare schemes are specifically directed towards helping those at the lower 
end of the income scale. Unlike the arrangements relating to employment 
incomes, these latter are designed to take account of differing personal 
circumstances. & F 

STATUTORY WAGE REGULATION 

20 The principal way in which the Government have so far intervened to 
secure a minimum standard of pay is through the Wages Councils system 
wrnch has evolved from an Act of 1909 designed to, eradicate sweated labour. 
Ihe mam purpose of this system is to provide for minimum standards of 
remuneration, including holidays and holiday remuneration, in trades and 
industries where, owing to the absence of adequate voluntary machinery 
standards would otherwise be unreasonably low. Another purpose is to provide 
the necessary practical experience for employers and workers in the techniques 
of joint negotiation, and so provide the basis for voluntary machinery which 
should ultimately take the place of the statutory arrangements. 

21 Agricultural workers are covered by separate arrangements operating 
under the Agricultural Wages Acts. Wages Boards set up under these Act? 
prescribe minimum wages with related hours of work, and paid holidays. 

22 A full list of the existing Councils and Boards operating under the Wages 
Councils Act, 1959, and the Agricultural Wages Acts, together with details of 
minimum rates at end-J une 1968, is contained in Appendix II. About 3^ 
million workers are covered by Wages Councils, and a further 400 000 are 
covered by the Agricultural Wages Boards. Workers covered by all’ Boards 
and Councils constitute about one-sixth of all employees. 

23 Wages Councils are composed of equal numbers of employers’ and 
workers’ representatives together with up to three independent members one 
of whom is appointed by the Secretary of State for Employment and Produc- 
tivity to act as Chairman. The Councils are required to publish any proposals 
they make concerning minimum remuneration and holidays and to consider 
any resulting representations made to them, before submitting the proposals 
in their final form to the Secretary of State. The Secretary of State subject 
only to a power to refer proposals back for reconsideration, is required to give 
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legal effect to the proposals by Order, though this requirement is temporarily 
modified by the Prices and Incomes Act 1968 which allows the Secretary of 
State to defer action on proposals in conflict with incomes policy. By 'this 
means each Council establishes a basic rate for the least skilled category of 
worker, though almost always differentiating according to sex and age. The 
extent to which Councils lay down rates for more highly skilled workers varies 
according to tradition and the types of worker employed in the industry. 

24 Agricultural Wages Boards are similarly constituted but each have five 
independent members. Unlike the Wages Councils they make their own 
Orders without reference to any Minister. The Boards are supported by county 
Wages Committees which deal with such matters as the revaluation of accom- 
modation to be set against the m in firm m rate. 

25 Each Wages Council, and each of the two Agricultural Wages Boards, 
negotiates its rates separately, but the negotiations in each group of Councils 
covering workers in similar types of employment tend to follow a similar 
pattern. Councils have been able to maintain broadly the same percentage 
increase in rates as in those sectors where rates are fixed by voluntary negotia- 
tion. This situation might well not have been achieved without the existence 
of the Councils. Many of the minimum rates are low in relation to the 
supplemental benefit levels for persons with family commitments, but actual 
average earnings may be as much as 50 per cent higher than the statutory 
minimum rate. However, the available information suggests that many of the 
industries covered by Wages Councils are characterised by the presence of 
significant numbers of workpeople with low earnings. 

26 Another more general criticism which can be made of the system is that 
it pr< m elaborate >rni of statutory wage protection for some workers 
who no longer need it, but leaves other low paid workers unprotected. 

27 There are two other means of regulating wages which can be of benefit 
to the low paid, although they are not specifically related to such workpeople. 
The first is through the operation of the Fair Wages Resolution of the House 
of Commons. This was introduced originally to combat unduly low standards 
of pay, and is now designed to ensure that Government contractors provide 
terms and conditions for their employees no less favourable than those gener- 
ally observed by the trade or industry concerned in the area. The principle of 
the Resolution has also been incorporated in a number of Acts which provide 
assistance to industries or public authorities by way of grant, loan, subsidy, 
guarantee or licence. The potential effect of the Resolution is now very great 
but the machinery for enforcement is somewhat complex and the standards to 
be enforced depend upon the existence of, and the standards set by, collective 
agreements, or, in the absence of such agreements, upon an ascertainable 
“general level” of wages and conditions. 

28 The second means is through the operation of Section 8 of the Terms and 
Conditions of Employment Act 1959, under which employers can be taken to 
the Industrial Court by unions if they are believed to be failing to observe 
recognised terms and conditions. This suffers from the same objections as the 
Fair Wages Resolution. 

8 
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1 1 PR ‘ ' IVITY, PRICES AND INCOMES POLICY 

The “Low Pay” Criterion 

29 Some degree of exceptional treatment for the lowest paid workers has 
een a feature of the prices and incomes policy since 1965 except during the 

period of standstill from July to December 19 66. The policy laid down in the 
current White Paper (Cmnd 3590) says that a pay increase within the 32 per 
cent per annum ceiling can be regarded as justified 

where there is general recognition that existing wage and salary levels 
are too low to maintain a reasonable standard of living”. 

Xiie Government have also made it clear that low paid workers may receive 
increases in excess of 3^ per cent per annum provided this is done as part of 
an agreement where the average increase for all the workers concerned does 
not exceed the 3-| per cent ceiling. 

30 1 he Government have not laid down any specific definition of low pay for 
t le purposes of the prices and incomes policy. The matter was considered by 

N ^!° na * Board for Prices and Incomes in its Report No. 25 in January 
1967. lhe Board said that they did not consider that for the purpose of 
settling pay there could be laid down a “standard of need” at some particular 
figure in pounds, shillings and pence to divide the lowest paid from the rest. 
In the Board s view the identification of the lowest paid worker requires an 
examination of average earnings in the industry concerned compared with 
average earnings in other industries, of the distribution of earnings within that 
industry and of other items of relevance to remuneration such as fringe 
benefits. The hours of work from which they are derived must also be taken 
into account. The Board also pointed out that special treatment for low paid 
workers implied that some, but not all, differentials in pay would have to be 
narrowed either temporarily or permanently. In their Reports on certain wage 
c aims and settlements referred to them, the Board has made a number of 
recommendations as to ways in which the pay of the lowest paid workers 
in an industry could be increased without a general increase in pay throughout 
the industry. (Reports Nos. 27, 29, 40, 48, 49, 63 are relevant.) 



Productivity 

31 In some circumstances low pay can be a reflection of the low productivity 
of the workers concerned. In some cases this may be a factor over which they 
may have no control. In other cases, however, it may be the result of their 
determination to maintain restrictive practices. The problem of low produc- 
tivity has been highlighted, for example, by the National Board for Prices 
and Incomes in its report “The Pay and Conditions of Manual Workers in 
Local Authorities, the National Health Service, Gas and Water Supply” 
(Cmnd 3230). The Government have been seeking to encourage the more 
efficient use of manpower by a variety of means, and the resulting improve- 
ments in productivity are likely to some extent to lead in the long term to an 
improvement in the earnings of low paid workers among others. 



SOCIAL SECURITY AND OTHER BENEFITS, TAXATION AND 
NET INCOMES 

32 The incomes of persons in employment may be effectively increased by 
the value of family allowances, welfare foods and milk, school meals, and rent 
and rate rebate schemes, and directly reduced by taxes on income and by 
National Insurance contributions. The effects of these supplements and deduc- 
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tions on specimen families at various levels of earnings are illustrated in the 
tables in Appendix III and summarised in the table below. 



NET DISPOSABLE INCOME* 



Weekly 

wage 

(gross) 


Married 

Couple 


Married 
couple 
with 
child 
under 5 


Married 
couple 
with one 
child 
under 5 
and one 
child 
5-10 


Married 
couple 
with one 
child 
under 5 
one child 
5-10 and 
one 11-15 


Married 
couple 
with two 
children 
under 5 
one 5-10 
and one 
11-15 


£ 


£ s. d. 


£ s. d. 


£ s. d. 


£ s. d. 


£ s. d. 


11 


10 8 8 


11 6 4 


12 13 5 


14 2 6 


15 8 8 


13 


11 5 1 


12 12 5 


14 2 4 


15 14 0 


17 3 6 


15 


12 10 6 


13 9 10 


15 2 5 


17 1 0 


18 13 0 



33 The stepped line in the table above denotes the “break even” point, to 
the right of which net disposable incomes exceed the corresponding gross 
wage. The system of taxes and benefits operates in a way that benefits persons 
with low pay who have family commitments. The lower the pay the greater 
the benefit. Thus the system of taxation and social security benefits takes 
account of personal circumstances in a way which a national minimum could 
not do. It follows also that the benefit of higher pay which a national minimum 
would bring to some people could be offset to some extent by a liability for 
higher taxation or by a reduction in entitlement to various benefits. The 
existence of a national minimum would not seem likely to call into question 
the continuation of these various schemes, but the way in which some of them 
operate might need to be reviewed. 

Supplementary benefits 

34 Supplementary benefits are paid by the Department of Health and Social 
Security to persons whose income falls below the levels laid down in the 
Ministry of Social Security Act. These benefits are not payable to persons in 
employment, but they are relevant to our study for two reasons. First, as has 
been mentioned earlier, they provide one definition of need which is often 
quoted. Second, although employed people are ineligible for these benefits, 
their entitlement to them when unemployed may be limited if payment of the 
full benefit would bring their income above their normal net earnings (after 
deducting National Insurance contributions and inescapable expenses of 
earning a living) — i.e. the “wage-stop”. 

35 The minimum standards of supplementary benefit laid down vary with 
such factors as the number and ages of the children and the amount paid for 
rent and rates. Some indication of the broad picture in October 1968 is given 
in the table below. The full supplementary benefit standard (i.e. before any 
reduction on account of the wage-stop) is the sum of the standard scale rates 



* NOTE: The allowances included for rent and rate rebate assume standard rent of £2 a week nlus rates 
of £30 a year. 
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for married couples and children of different ages, plus rent and rates. In other 
words, the family’s other cash income, including family allowances and any 
unemployment benefit, is brought up to this level The total disposable income 
of someone living on supplementary benefit will include, where these are 
applicable, family allowances, free school meals and welfare milk (which are 
available equally to a man in work). A comparison between the net disposable 
income of a man in work (see table in 32) with that of a man on supplementary 
benefits shows that, with total rent and rates outgoing roughly the same in 
each case, a man earning £1 1 a week will be below supplementary benefit level 
as soon as he has one child; a man earning £13 a week may be marginally 
below that level if he has more than two children. 







Supplementary 
benefit 
scales less 

(where appropriate) 
family allowances 


Assumed 
rent and 
rates* 


Family 
allowances, 
free welfare 
milk and 
free school 
meals 


Total 

disposable 

income 


Single person, non-house- 
holder aged 21 or over 


£ s. d. 
3 14 0 


£ s. d. 
0 11 0 


£ s. d. 


£ s. d. 
4 5 0 


Single person, householder 


4 11 0 


1 5 0 




5 16 0 


Married couple without 
children 


7 9 0 


2 0 0 




9 9 0 


Married couple with 








(i) 1 child under 5 




8 16 0 


2 10 0 


0 6 H 


11 12 14 


(ii) 1 child under 5 1 
1 child 5-10 


r 


• 9 10 0 


2 10 0 


1 9 10* 


13 9 104 


(iii) 1 child under 5] 












1 child 5-10 




10 11 0 


2 10 0 


2 15 74 


15 16 74 


1 child 13-15 J 
(iv) 2 children under 
1 child 5-10 


n 


10 18 0 


2 10 0 


4 1 9 


17 9 9 


1 child 13-15 


J 







i- amity allowances of 18s. for the second child and £1 for the third and each subsequent 
child are payable in addition to the supplementary benefit rates shown for families with two 
or more children. 



36 The wage-stop is designed to prevent an unemployed person receiving 
more by way of benefit than he would normally earn. As explained in a report 
by the Supplementary Benefits Commission : f 

“The purpose of the wage-stop is not to provide an incentive to a man to 
get work. The wage-stop does not require a man to get less when receiving 
Supplementary Benefit than he would get when working. What it does is 
to ensure that an unemployed man’s income is not greater than it would 
be if he were in full-time employment”. 

There were at the end of September 1967 some 26,000 persons to whom the 
wage-stop rule applied. In their report, the Supplementary Benefits Commis- 
sion observed : 

“the wage-stop is not, therefore, a cause of family poverty; it is a harsh 
reflection of the fact that there are many men in work living on incomes 
below the supplementary benefit standard”. 

* The addition for rent is normally the full amount of rent and rates <for owner-occupier, mortgage 
interest olus rates plus allowance for maintenance) and the figures given in the table are only a rough 
indication. 

t “Administration of the wage-stop”: Report of the Supplementary Benefits Commission to the Minister 
of Social Security. HMSO 1967. 
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37 If a national minimum wage were introduced, it clearly would, to the 
extent that it raised the pay of lower paid workers, reduce the effect of the 
wage-stop. 

Summary 

38 The main points raised in this part are : 

(1) A number of ways already exist for helping low income groups (19). 

(2) The principal way in which the Government have intervened to 
secure minimum standards of pay is through the system of Wages 
Boards and Councils (20-24). 

(3) Many of the minimum rates fixed by Wages Boards and Councils are 
low compared with levels of supplementary benefit for persons with 
family commitments, but actual earnings may be as much as 50 per 
cent higher than these rates (25). 

(4) The system of Wages Councils does not protect all low paid workers, 
but it does cover some who no longer need its protection (26). 

(5) The Fair Wages Resolution and Section 8 of the Terms and Con- 
ditions of Employment Act, 1959, may both provide protection for 
the low paid, but their practical value is limited (27 and 28). 

(6) The Government have given some priority to the needs of low paid 
workers in their policy for productivity, prices and incomes by means 
of the low pay criterion (29). 

(/) In interpreting the low pay criterion the N.B.P.I. considers that each 
case must be interpreted in the light of all the relevant factors bearing 
on earnings. It rejects the view that a level of pay can be specified 
which in all situations distinguishes the low paid from other 
workers (30). 

(8) Low pay can reflect low productivity (31). 

(9) The disposable incomes of persons in employment may be supple- 
mented by a number of social security and other benefits (32). 

(10) The income tax and social security systems operate so as to take 
account of personal circumstances in a way in which a national 
minimum could not (33). 

(11) The introduction of a national minimum wage might affect the 
entitlement of some people to social security and other benefits (33). 

(12) The level of supplementary benefit standards is of relevance to the 
examination of a national minimum because they provide an often- 
quoted definition of need. A national minimum might reduce the 
effect of the wage-stop (34-37). 
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L Evidence about Low Pay 



9 in this par t of the report we examine the available information about the 
distribution of low incomes. This information is required in considering the 
strength of the case for a national minimum, the level at which it might be 
fixed, and its cost. What constitutes a “low income” is essentially a matter of 
subjective judgement and, as we have noted already in paragraph 11, there is 
no universally accepted definition of social need in either absolute or relative 
terms. For the purpose of this examination we have taken £15 a week or 
7s. 6d. an hour as the highest level of earnings likely to be envisaged for a 
national minimum. 

4D The first part of this examination deals with the earned incomes of 
individuals. We begin with the distribution of weekly and hourly earnings. We 
then identify the industries and occupations which are characterised by a 
high proportion of low earnings, and conclude this part of our examination by 
considering the relationship between age and earnings, and the regional 
distribution of low earnings. 

41 From the standpoint of social need, however, it is not sufficient to 
consider only the earnings of individuals, and our terms of reference specifi- 
cally refer to the problems of families with low incomes. Some families have 
no source of earned income. Variations in the size of those that do will affect 
the needs of the individual earner. Some families have more than one wage 
earner, or other sources of income, or both. The last section of this part of 
the report, therefore, contains information about household incomes which 
bears upon these factors. 

EARNED INCOMES OF INDIVIDUALS 
The distribution of earnings from employment 

42 We begin this examination by looking at the distribution of the earnings 
from employment of low paid individuals. This information provides an 
essential basis for assessing the impact of any level of national minim nm The 
main source of up-to-date information at present is the Family Expenditure 
Survey (F.E.S.). The results are based upon a small sample and subject to 
sampling errors, but are adequate for the present purposes. Information about 
the distribution of earnings is also obtainable from P.A.Y.E. records and this 
has been used to verify the findings of the F.E.S. Far more information will 
become available from the survey of the earnings of a random \ per cent 
sample of employees launched by the Department in September 1968. This is 
a new type of survey (described on page 561 of the July 1968 issue of the 
Employment and Productivity Gazette) and inter alia will provide compre- 
hensive information about the distributions of both weekly and hourly earnings 
for each industry, occupation and region in which there are sufficient numbers 
in the sample. The results will not be available until the spring of 1969. The 
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survey arrangements were tested in a small scale pilot survey in the autumn of 
1967. Although this was confined to a limited number of areas and was not 
intended to provide earnings data for a representative sample, the Working 
Party was able to examine the data obtained and has used them where infor- 
mation was not available from other sources. 

43 The table below gives the most recent information from the 1967 F.E.S. 
about the proportions of men and women working full-time whose normal 
earnings are below various levels. (The figures in the table are cumulative, so 
that each line includes the persons shown in the line above.) Ass umin g that 
the proportions in the sample were representative of those in the population, 
approximate estimates of the corresponding numbers in the population can 
be made, and these are also shown in the table. In this table, “full-time” men 
and women are those who normally work for more than 30 hours per week. 



DISTRIBUTION OF EARNINGS OF FULL-TIME EMPLOYEES IN 1967 



Normal 

Weekly 

Earnings 


Full-Tini 


s Women 


Full-Time Men 


Proportion 
in Sample 
(per cent) 


Approximate 
Number in 
Population 
(millions) 


Proportion 
in Sample 
(per cent) 


Approximate 
Number in 
Population 
(millions) 


Under £5 


1-5 


0-1 




— ■ 


„ £6 


4-3 


0-2 






„ £7 


8-8 


0-4 






„ £8 


16-1 


0-8 






„ £9 


27-1 


1-3 






„ £10 


39-7 


1-9 


0-6 


0-1 


£11 


52-3 


2-5 


1-5 


0-2 


„ £12 


61*4 


2-9 


3-0 


0-4 


£13 


68-6 


3-2 


60 


0-7 


„ £14 


74-2 


3-5 


9-2 


IT 


„ £15 


79-1 


3-7 


13-7 


1*7 



An alternative presentation 

44 An alternative and more compact way of presenting the distribution of 
earnings is to give the median, the highest and lowest deciles, and the higher 
and lower quartiles, of the distribution. These are defined as follows : 

The highest decile is such that 90 per cent earn less and 10 per cent earn 
mom. 

The upper quartile is such that 75 per cent earn less and 25 per cent earn 
more. 

The median is such that 50 per cent earn less and 50 per cent earn more. 
The lower quartile is such that 25 per cent earn less and 75 per cent earn 
more. 

The lowest decile is such that 10 per cent earn less and 90 per cent earn 
more. 

45 Values for decile, quartile and median earnings were calculated both for 
the results of the 1967 F.E.S. and for those obtained from the pilot survey 
undertaken in September 1967 in connection with the Department of Employ- 
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ment and Productivity’s new earnings survey (see para. 42). The results given 
below show very good agreement between the pilot survey and the F.E.S. 



EARNINGS PER WEEK 





Lowest 

decile 


Lower 

quartile 


Median 


Upper 

quartile 


Highest 

decile 


Full-time men 


£ 


£ 


£ 


£ 


£ 


Pilot, 1967 
FES, 1967 


14-6 

14-2 


17-2 

17-0 


20-8 

20-9 


26-2 

26-2 


33-4 

33-4 


Full-time women 












Pilot, 1967 
FES, 1967 


7-6 

7-2 


9-3 

8-8 


11-1 

10-8 


13- 4 

14- 1 


17- 1 

18- 9 


Part-time women 












Pilot, 1967 
FES, 1967 


2- 5 

3- 0 


3-7 

3, 


5-0 

5-1 


6-3 

6-5 


8-4 

8-2 



131 y er y broad ten ns, these figures indicate that in 1967 about 75 per cent 
of full-time women, but only about 10 per cent of full-time men, earned less 
than about £14 a week. 



Hourly earnings 

47 A disadvantage of relying solely on data about weekly earnings is, as we 
explain in detail in paragraph 73, that hours worked vary considerably. It is 
for this reason that we suggest in paragraph 75 that if a national minim um 
wer? to be introduced it should be on the basis of an hourly earnings 
guarantee. It has been possible to make approximate estimates of the distribu- 
tion of hourly earnings from results of the 1967 pilot enquiry (see para. 42), 
full details of which are given in Tables 4 and 5 in Appendix IV. The results 
of these estimates are as follows, the percentages being c um ulative : 

About 1 % of women earned less than 3s. per hour. 



„ 10 % 
» 35% 

» 64% 

» 87% 

» 95% 

« 96% 



'99 
9 9 
99 
99 
99 
99 



99 

99 

99 

99 

99 

99 



99 99 

and 1% of 
» 4 % 

» 17% 
37% 

„ 56% 



4s. 



99 



men earned less than 



99 99 

99 99 99 99 

99 99 99 99 

9 * 99 99 99 



5s. 

6s. 

7s. 

8s. 

9s. 



per hour 



99 99 



The limitations of the data are explained in Appendix IV. These estimates 
relate to the earnings in September 1967 of full-time weekly paid men and 
women who were paid for a full week and for whom both hours and earnings 
were recorded. This category included some non -manu al workers. 



4S It will be seen that a minimum level of only 4s. per hour would affect a 
significant proportion of women. A level of 5s. per hour would affect a high 
proportion of 'women but hardly any men. Levels of 6s. or more would affect 
over half the women in the labour force. These findings are unlikely to have 
been affected by movements in earnings since 1967. 
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49 This distribution is not out of line with that of weekly earnings given 
above. The most important fact which emerges from either distribution is that 
the number of women below any given level of earnings greatly exceeds the 
number of men below that level. The preponderance of women is less marked 
as the level of earnings rises, but even at £15 a week it is still very marked. 
Any given level of national minimum would, therefore, serve to benefit women 
much more extensively than men. 

50 It is necessary to mention here that it cannot be assumed that low pay is 
necessarily a symptom of exploitation or a cause of need. Some workers — e.g., 
men with some physical or mental disability — may be obliged to accept a 
small return because this represents their true economic value to the employer. 
Others choose of their own volition to take a job which offers some special 
attraction which compensates for the low pay offered. Such people include 
those wishing to supplement other sources of income, such as a pension, and 
others attracted by such compensations as companionship, interest, or a sense 
of social service. 

The distribution of earnings by industry and occupation 

51 It is necessary to consider how low earnings are distributed between 
industries and occupations in order to establish whether the introduction of a 
national minimum might have particularly marked consequences for particular 
sectors. 

52 It is not possible to derive information about the distribution of earnings 
in individual industries from the F.E.S. because the sample is too small for 
such a detailed breakdown. Such information will become available from the 
new (September 1968) survey of earnings. Meanwhile the Working Party has 
had to rely on the results of the survey of the distribution of earnings of 
manual workers which was undertaken by the Ministry of Labour in 1960. 
This survey excluded some major low-paying sectors outside manufacturing — 
notably agriculture (which was surveyed separately), distribution and catering. 
Despite these limitations and the fact that this survey is now over 1 \ years 
old the information it provides is still useful. The inter-industry structure of 
earnings is known to be stable over long periods of time and there is no reason 
to believe the pattern has greatly altered since 1960. 

53 The Working Party examined a detailed study of low-paid men, based on 
the 1960 survey, which was undertaken by Mrs. Judith Marquand and pub- 
lished in the British Journal of Industrial Relations. (No similar study has 
been made of women.) Tables 1 and 2 in Appendix V are taken from this 
study. These list the industries from the 1960 survey which were characterised 
either by low male earnings generally or by the presence of large n um bers of 
low-paid men. From her examination of the 1960 results, and using some 
assumptions about hours worked in the low-paying industries, Mrs. Marquand 
concluded that : 

(1) most industries with low weekly earnings not only had low hourly 
pay but also short hours of work; 

(2) industries with low weekly earnings for lower-paid men were charac- 
terised by one or more of the following features : 

(a) they tended to have a high proportion of women employees; 
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(b) they did not employ a high proportion of unskilled men; 

(c) they showed a slight tendency to contain relatively few large 
firms; 

id) they showed a very strong tendency in manufacturing to be 
contracting, or at most expanding at a rate below the average; 

(3) industries with the lowest-paid workers included 14 Wages Council 
industries. National and Local Government, Cotton Weaving and 
Spinning, Leather Goods, Woollens, Agriculture and probably Cater- 
ing (for which no information was available); 

(4) other industries which, though not low-paid generally, nevertheless 
contained large numbers of low-paid workers, included Construction, 
Shipbuilding, certain metal-using industries, Road Haulage and 
Road Passenger Transport, Retail Distribution and Coal Mining 
(surface workers). 

The Working Party noted that these characteristics are not mutually exclusive. 

54 It appears that to a considerable extent, low-paid workers are concen- 
trated in cotton weaving and spinning, woollens, and in a number of smallish 
industries (all covered by Wages Councils) with low median earnings as well 
as low earnings for the lower paid. A second group of industries have rela- 
tively large numbers of low earners, although they do not necessarily form a 
large proportion of their total labour force. These industries comprise National 
and Local Government, Construction, Shipbuilding, Motor repairs. Other 
machinery and Marine Engineering. Increases for low-paid workers in indus- 
tries such as these could have extensive repercussions upon the earnings of 
large numbers of workers in the same industry and in other industries. 

55 Of the industries not covered by the 1960 survey the most important from 
the point of low incomes were agriculture, which was the subject of a separate 
survey, and retail distribution. Both industries are covered by Wages Boards 
or Councils. The report of the National Board for Prices and Incomes on the 
pay of workers in agriculture in England and Wales (Cmnd. 3199) found that 
in 1966 average weekly and hourly earnings were below those in any other 
industry for which information was available. About a third of male general 
farm workers earned imder £12 a week including overtime, and this was 
associated with long hours. In retail distribution about 7 per cent of adult 
male full-time workers earned under £12 a week in October 1966 and nearly 
30 per cent earned under £15. Allowing for changes since 1960 these figures 
put the industry on a par with those listed in Appendix V, Average hours 
worked in retailing are however on the low side so that on an hourly earnings 
basis the industry ranks higher than it does on a weekly basis. 

56 Until the results of the new (September 1968) survey of earnings are 
available, there is no detailed information about the distribution of earnings 
by occupation. Some limited information can be derived from the F.E.S. and 
from various special surveys, and this is summarised in Appendix VI. It will 
be seen from this information that hired general farm workers were by far the 
lowest paid of the occupations covered. 

Earnings and age 

57 It is customary for younger workers to be paid less than the adult rate 
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and it follows, therefore, that a national minimum which applied irrespective 
of age would particularly benefit such workers. This is illustrated in the follow- 
ing table. This shows the variation of average earnings with age among 
full-year workers in 1964/65, based on an analysis made by the Minis try 0 f 
Social Security, covering everyone with P.A.Y.E. tax deduction cards who 
worked for at least 48 weeks in the year. 



Age 


Men 


Women 


18-19 


£ 


£ 


548 


422 


20-24 


793 


507 


25-29 


978 


577 


30-34 


1,070 


542 


35-39 


1,126 


527 


40-44 


1,137 


528 


45-49 


1,141 


537 


50-54 


1,119 


527 


55-59 


1,075 


531 


60-64 


939 


521 


65-69 


938 





Si It will be seen that for men, earnings increase rapidly with age in the 
twenties and into the early thirties, reach a peak in the late forties, and there- 
after decline slowly. For women the pattern is quite different, the peak earning 
age being the late twenties. In both cases a national minimum wage would 
benefit particularly the youngest workers, if it were applied without distinction 
as to age, and also older workers provided they retained their jobs. 

Regional variations in earnings 

59 It is relevant to consider the distribution of low earnings between regions 
because of the impact the introduction of a national minim um might make 
upon the economies of regions with a particularly high concentration of such 
people. There are two ways of looking at the regional distribution of employees 
with low earnings. One is to see what proportion of employees in the country 
earning less than a stated amount are in different regions, and to compare the 
figures with the proportions of all employees who are employed in those 
T he ot ^ er * s t0 1°°^ at tk e distribution of earnings within regions 
The Working Party examined both types of data, using figures drawn from 
the Ministry of Social Security sample of full-year employees with tax deduc- 
tion cards. The results for 1965-66 are set out on pages 19 and 20. 

69 The figures in table (B), though not those in table (A), are affected by the 
exclusion from the analysis of part-year workers and workers below the tax 
deduction limit. Reliable alternative figures are not available. 
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a abia (B) shows, taking £600 a year for illustrative purposes, that the 
areas with above-average proportions of both men and women earning less 
than this amount were Northern region. East Anglia, South-Western region, 
Scotland and Wales. Thus a national minimum would have a p a rtic ula r impact 
on the regions containing the main Development Areas. The areas with above- 
average proportions of women, but not of men, were Yorkshire and Humber- 
side, North-Western, East Midlands and West Midlands regions. However, it 
is clear from Table B that the differences between regions are very small in 
comparison with the difference between the percentages for men and those for 
women in any region. « 

62 The Working Party were unable to examine the position in Northern 
Ireland because of the absence of comparable statistics. However, the level of 
average earnings in Northern Ireland is lower than in any part of Great 
Britain, which suggests that the introduction of a national minimum might 
present particular problems there. 



(A) PERCENTAGE DISTRIBUTIONS OF EMPLOYEES BETWEEN REGIONS 





AH 

employees 

(1) 

Per cent 


All 

full-year 

employees 

(2) 

Per cent 


Full-ye 


ar employees 


below 


£500 

(3) 

Per cent 


£600 

(4) 

Per cent 


£700 

„ ( 5 ) 

Per cent 


MEN 












Northern 


5-9 


5-8 


6-9 


6-7 


6*7 


Yorks and Humberside 


9*1 


9-1 


8*9 


8*9 


9*8 


North Western 


12-6 


12-7 


13-5 


12*5 


12*9 


East Midlands 


6-2 


6-4 


5-9 


5*9 


6*5 


West Midlands 


10-4 


10-6 


8-3 


9*0 


8*6 


East Anglia 


2-7 


2-9 


3-3 


3*7 


4*2 


South Western 


5-9 


6-3 


8-2 


8*5 


8*4 


South East 


33-6 


32-6 


28-5 


27*3 


26*3 


Scotland 


9-1 


8-9 


1M 


12*3 


11*8 


Wales 


4-5 


4-6 


5*3 


4*9 


4*8 


Total — G.B. 


100-0 


100-0 


1000 


100*0 


100*0 








Full-ye< 


ar employees 


below 








£400 


£500 


£600 


WOMEN 












Northern 


5-2 


5-2 


6-0 


5-9 


5*6 


Yorks and Humberside 


8-7 


8-4 


10-0 


9*9 


9*5 


North Western 


13-4 


13-4 


13-6 


14*1 


14*5 


East Midlands 


5-9 


5-7 


6*3 


6*3 


6*2 


West Midlands 


9 9 


10-1 


10-9 


10-9 


10*9 


East Anglia 


2-4 


2-2 


2-7 


2*7 


2*5 


South Western 


5-6 


5-3 


5*8 


5-8 


5*6 


South East 


35-7 


36-9 


31*5 


31*0 


31*8 


Scotland 


9*4 


9-2 


9-2 


9*4 


9*6 


Wales 


3-7 


3-7 


4-0 


4-0 


3-8 


Total— G.B. 


100-0 


100-0 


100-0 


1000 


100*0 
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(B) PERCENTAGE OF LOW PAID WORKERS WITHIN REGIONS 





Percentage of full-year 
men earning less than 


Percentage of full-year 
women earning less than 


£500 


£600 


£750 


£400 


£500 


£600 


Northern 


3*7 


8*2 


21*9 


34*0 


58*2 


75*2 


Yorks and Humberside 


3-0 


6-9 


20*2 


34*7 


60*3 


77*5 


North Western 


3*3 


7*0 


19-2 


30*0 


53*8 


74*6 


East Midlands 


2*9 


6-4 


18*9 


32-6 


56*4 


74*7 


West Midlands 


2*4 


6*0 


15*4 


31*6 


55*3 


74*3 


East Anglia 


3*5 


8-9 


27*0 


36*2 


62-9 


77*6 


South Western " 


4*0 


9*5 


25*0 


32*0 


55*9 


72*9 


South East (excl. G.L.C.) 


2-5 


5*9 


16*4 


27 *6 


48*7 


65*6 


Greater London 


2*9 


5-9 


13*9 


22*9 


38*5 


54*3 


Scotland 


3*9 


9*7 


24*9 


29*3 


52*5 


71*9 


Wales 


3*5 


7-5 


19-8 


32*0 


56*2 


72*2 


Great Britain 


3*1 


7*0 


18*9 


29*3 


51*2 


68*8 



HOUSEHOLD INCOMES 

63 The information which we have described so far takes no account of 
differences in the particular circumstances of individuals. However, the Work- 
ing Party examined two sources of information relating to low income house- 
holds of all kinds. 



64 The first of these sources is a survey of circumstances of f amili es 
conducted by the Ministry of Social Security in 1966. This found that at that 
time there were about 145,000 families with two or more children living below 
the supplementary benefit level who could not be brought up to that level— 
125,000 because the father was in full-time work and 20,000 because the fa th er 
was not at work but was “wage stopped”. Adding an estimated 25,000 for 
one-child families and making some allowances for the overstatement of 
expenditure and understatement of income experienced in this type of inquiry 
it was estimated that of nearly seven million families with children, there were 
about 160,000 with resources below the supplementary benefit level who could 
not be brought up to it. 

65 These are the latest figures available. The numbers living below the 
supplementary benefit level are constantly changing and so is the composition 
of fins particular group. Both are affected by changes in the level of 
earnings, and increases in family allowances, rents and the supplementary 
benefit rates themselves. Changes in these factors which have occurred since 
the survey was carried out will clearly have affected the numbers of families 
involved. 



66 The second source of information is the F.E.S. From this it has been 
estimated that out of around 18 million households in the country, there were 
m 1966 about 4T million with household incomes below £15 a week. (Note 
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a household does not necessarily consist of members of a single f amil y.) These 
were composed as follows : 





Households 

containing 

workers 


Households 
with no 
workers 


Single-person households 


584,000 


1,376,000 


Other households without children 


590,000 


1,119,000 


1 man, 1 woman and 1 or more children 


240,000 


16,000 


All other households with children 


49,000 


126,000 




1,463,000 


2,637,000 



A more detailed breakdown of the basic F.E.S. data from which these figures 
were estimated is provided in Appendix VII The estimates assume that 
co-operating households are representative of all households. 

67 Thus a large majority of low-income households would not benefit from 
a minimum wage, because they contain no workers. Of the remaining house- 
holds who might benefit, only a minority contain children. 

Summary 

68 This part examines information relevant to the Working Party’s terms 
of reference, both about the earned incomes of individuals, and about total 
household incomes. The main points raised in this part are : 

(1) There is no universally-accepted definition of what constitutes a low 
income and no necessary correlation between earnings and house- 
hold incomes. For the purposes of this examination the Working 
Party has taken earnings of £15 a week as the highest level likely to 
be envisaged for a national minimum (39-41). 

(2) In 1967 about 75 per cent of full-time women, but only about 10 per 
cent of full-time men earned less than about £14 a week (42-46). 

(3) A parallel conclusion emerges from an examination of hourly earnings 
in 1967 (47-49). 

(4) The distributions of both weekly and hourly earnings show that for 
any given level at the lower end of the earnings scale the number of 
women below that level greatly exceeds the number of men (49). 

(5) Some workers deliberately choose low paid jobs (50). 

(6) To a considerable extent low paid workers are concentrated in 
smallish low-paying industries. Large numbers of low paid workers 
are also found in other industries, some of them high paying, although 
they do not form a high proportion of the labour force in those 
industries (51-55). 

(7) The Working Party examined a certain amount of information about 
occupational earnings, and hired general farm workers were by far 
the lowest paid of the occupations covered (56). 
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(8) For men, average earnings rise with age to reach a peak in the late 
forties, and for women rise to a peak in the late twenties. A national 
minimum applied at a flat rate to all age groups would particularly 
benefit the young and, provided they retain their jobs, older workers 
(57 and 58). 

(9) Certain regions, including those containing the main Development 
Areas, have above average proportions of slower paid workers, 
although regional differences of this kind are very much smaller than 
the differences between the proportions of low paid men and of low 
paid women in any region (59-61). 

(10) The introduction of a national minimum in Northern Ireland, where 
average earnings are low, might present particular difficulties (62). 

(11) The results of a survey carried out by the Ministry of Social Security 
in 1966 suggested that of nearly seven million families with children, 
there were about 160,000 where the father was employed, or not at 
work, with resources below the level of supplementary benefit and 
who could not be brought up to it (63-65). 

(12) Information derived from the F.E.S. indicates that a large majority of 
low income households would not benefit from a national minimum 
because they do not contain any workers (66 and 67). 
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IV. Possible Forms of a National M n mum 



Definition 

69 So far we have discussed a national minimum without considering pre- 
cisely what is meant by the term. There are different ways in which it could be 
calculated and applied. In this part of the report we are concerned primarily 
with definition. In Part 5 we deal with problems which would arise in applying 
a national minimum to particular categories of workers. 

70 A “national minimum wage” could be applied in one or other of several 
ways. It might, for example, be expressed as the least amount which anyone 
could receive for a week’s work, irrespective of what normal and overtime 
hours he put in. Alternatively, it could be expressed as a minimum hourly rate 
of pay, so that the value of the guarantee in any week depended on the hours 
worked in that week. It is also necessary to decide whether the minimum 
should be expressed in terms of basic rates of pay or of the total earnings 
derived from all elements in the wage packet. 

A weekly or hourly basis? 

71 If all employees worked the same number of hours in a week it would be 
immaterial whether a national minimum was defined on a weekly or an hourly 
basis. In practice there is a considerable variation in weekly hours worked even 
if part-time workers are left out of account. In some sectors of manual work 
overtime pay is virtually a guaranteed component of take-home pay. 

72 The use of an hourly, rather than a weekly, minimum wage standard 
would allow for these differences in weekly hours worked by securing a 
higher weekly minimum for those working longer hours. Thus a guaranteed 
hourly wage would not yield the same guaranteed amount per week for all 
workers. If the primary purpose of a national minimum is to prevent exploita- 
tion by ensuring a “just” minimum rate for time spent at work, this 
difference would be irrelevant; but if the primary aim is to guarantee a mini- 
mum living wage, the difference could be more material. 

73 We deal in the next part of the report with the special case of part-time 
work. For full-time employees information about variations in current normal 
hours of work is given in Appendix VIII to this report. Briefly, the position 
is that in manual employment the 40-hour week has become a common objec- 
tive, though nearly a quarter of the workers concerned have yet to obtain it. 
Information about non-manual employment is scanty, but it appears that a 
37 to 38 hour week is fairly typical. Applied to a minimum wage of, for 
example, 6s. per hour for normal hours, this means that whilst virtually all 
manual workers would be guaranteed £12 a week, non-manuals would receive 
between £11 2s. Od. and £11 8s. Od. a week, though they would of course have 
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the benefit of shorter working hours. Conversely, a £12 weekly min imum 
would yield about 6s. 5d. an hour for non-manuals but no more than 6s. for 
manuals. 



74 If the minimum were expressed as a weekly amount there would be diffi- 
culty in dealing with part-time workers. Furthermore, it would be necessary to 
specify the maximum number of hours 7 work necessary to qualify for receipt 
of the minimum. Otherwise an unscrupulous employer might oblige his workers 
to put in excessively long hours in return for their guaranteed pay. A national 
minimum expressed as a rate of pay per hour avoids this risk but in deciding 
what the rate should be it is still desirable to have some regard to the hours 
normally worked in a week, so that the minimum can be fixed with due regard 
to its typical weekly equivalent. For example, if it were intended that most 
workers should be guaranteed roughly £12 a week, then one might choose to 
relate this to 40 hours’ work and express the minimum as an hourly rate of 
£12 

~jz- = 6s. an hour. . 



75 The Working Party considered that, because of the variation which exists 
in normal hours, a national minimum could best be expressed on an hourly 
basis. We further thought that the figure of 40 hours (excluding main meal 
breaks) was currently the most appropriate basis from which to derive a suit- 
able hourly rate. The choice of 40 hours was made because it is reasonably 
representative of manual employment. The choice of an hourly basis for the 
^ ni ^ T ur ? ^ m wit k practice in France, Canada and the United States 
Ihe Netherlands has however chosen to follow the alternative of expressing 
the minimum as a fixed sum per week which is payable irrespective of actual 
normal hours m an industry. 



76 If it is accepted that a national minimum could best be expressed as a 

multSie^hv h f’ S SUCh aS ‘S yield 311 acce P taWe w^kly sum when 

multiplied by 40 the next question to decide is the number of hours for which 

. e rat ® should be guaranteed. Leaving overtime aside for the moment (we 
deal with tins in paragraphs 79-86), there are three main alternatives • 

(a) Hourly rate guaranteed for a fixed number of hours per week, irres- 
pective of actual normal hours. This method is tantamount to fixing 
a weekly minimum wage. It would result in non-manual workers 

^dri^eTh^ * h i g ^ er , h0UrIy “l"™!™* *an manual workers 
with longer hours, and in the same way would discriminate against 

onger hours generally. Consequently the method could tTexpS 
to stimulate demands for shorter hours of work. P 

Hourly rate guaranteed for normal hours in any particular industry 
f on-manual workers would, under this method, generally be guaran 

he per We ? fr " Workers thehouriv r“e 

wouM be guaranteed for fewer hours. The greatest weeklv * 

S rtf 0 . to , e ™ p . Ioyees with the longest hours. It is relevant that over 
half the industries covered by Wages Cnnnrilc e «ii u ? 

weeks longer than 40 hours. g S Stl11 haVe workm S 

KoM ZkfA^t T T* ,“ P 

method would penalise the employee working long hours, butt cotd 



(b) 



(c) 



24 



Printed image digitised by the University of Southampton Library Digitisation Unit 



be combined with a requirement that all hours worked in excess of 
the notional maximum should be paid at premium rates. If this were 
done, the employer rather than the worker might seek to reduce 
hours of work. 

77 The French national hourly minimum wage is related to a 40-hour week 
(the legal basic working week in France), but unless covered by a collective 
agreement with a specific provision to the contrary, an employee working less 
than 40 hours would be paid the national hourly minimum only for the hours 
he actually worked. Canada and the U.S.A. likewise apply their Federal 
minima only to hours actually worked. 

78 In our view the proposal set out in paragraph 76(b) provides the most 
satisfactory method of dealing with normal hours. 

The treatment of overtime 

79 There are various alternative methods of treating overtime, each of which 
might be used with any of the three methods of applying the minimum to 
normal hours. 

80 First, overtime could be left out of account altogether. At its simplest, 
this would mean that any hours worked in excess of normal hours in a 
particular industry would not be covered by the national minimum but would 
carry the normal premium payment for that industry. Two problems arise 
here, however. First, the premium rate for overtime might be little more than 
and in extreme cases actually less than the national minimum rate for normal 
hours. This would manifestly be regarded as unfair by employees and would 
offer a poor incentive to work even necessary overtime. Second, if the national 
minimum was related to a notional number of hours per week, as in methods 
(a) and (c) in paragraph 76 and if this notional figure was less than the normal 
hours for the industry, it might be argued by employees that they should be 
paid premium rates for all hours in excess of the notional limit. Thus, a worker 
whose normal week was 42 hours but who worked a further six hours’ over- 
time in a particular week might, if the national minimum applied up to 40 
hours only, argue that he was entitled to eight hours’ pay (i.e., 42+ 6— 40) at 
overtime rates. 

81 A second method of dealing with overtime would be to rule that it should 
be paid at a premium rate related to the national minimum rate. This would 
overcome the problem where normal overtime premiums are too close to the 
national minimum rate but leave unresolved the question of what counts as 
overtime. 

82 The third alternative meets both difficulties but could prove more costly. 
This would be to require that all hours (normal or overtime) worked in excess 
of a notional limit should be paid at premium rates based on the national 
minimum rate. This is the method used in France. The minimum overtime 
rates prescribed for hours worked over 40 are 1£ times the national minimum 
rate for hours up to 48, and 1^ times for hours over 48, The Canadian Labour 
Code and the United States Fair Labor Standard Act also prescribe minimum 
rates for hours in excess of 40 to be paid at premium rates, but in these two 
countries the premium (time and a half) has to be related to the normal rates 
paid in industries covered by the legislation. These rates cannot be less than 
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the national minimum, but where an employer is paying more than the 
minimum he has to pay 1J- times this higher figure tor overtime. The Canadian 
Labour Code limits the overtime premium to eight hours a week, but it is 
payable for any hours worked over eight in one day, even though total hours 
worked that week come to less than 40. 

83 There are two other possible methods of treating overtime. One is to 
guarantee the national minimum rate without any premium addition for all 
overtime hours worked. Though employees might not welcome this and might 
argue tor a premium minimum payment for overtime, this provision would at 
f st ensure that, for longer hours worked, they would be guaranteed not less 
than the national minimum. This would not necessarily make overtime either 
more or less attractive. There are sound general reasons for not wishing to 
encourage overtime working, but it might be unfortunate if the effect of a 
national minimum were to make it unattractive. 



. The final alternative raises a new and much broader question of principle. 
It is arguable that where overtime constitutes a regular part of a worker’s 
normal pay it should be taken into account in reckoning whether that pay 
exceeds or falls short of the standard set by a national minimum. This areu- 
ment extends to all the other components of the pay packet and further con- 
sideration k given below to the question whether a national minimum should 
relate to basic rates of pay or to total earnings. So far as overtime is concerned 
a national minimum could be applied by dividing a worker’s total pay 
(including overtime) by his total hours worked (including hours of overtime) 
and comparing the resultant “average actual hourly rate” with the national 
minimum rate. Any shortfall would then be made up for total hours worked 
(mdudmg overtime) up to a notional limit. This method has the effect of 
crediting the premium benefits from overtime work to all hours worked bv 
the employee, thereby reducing the gap between his average rate of pay per 
hour and the national hourly minimum. ^ ” 

85 The effect of this method is illustrated in Appendix IX, along with 
^amples of the other methods mentioned above. It reduces very markedly the 
benefit f rom working overtime and it would thus probably act as a strom dis- 
mcentive to overtime work. This of itself is not necessarily undesirable. Some 
a least of the overtime worked in British industry today is not essential to 
production but has become established as a normal means of swelling the pay 
packet. In some instances this may have happened because employers deliter- 
ately connived with workpeople in providing a means of supplementing 
inadequate basic pay structures, but in other cases excessive overtime simSy 
reflects loss of management control. The case against overtime has been set 

V T earC ? P A aPer - pr f pare i f or the R °3 ;al Commission on Trade Unions 
Employers Associations by E. G. Whybrew of the Department of 

Economic Affairs. Inasmuch, however, as the introduction of a national 
minimum wage would reduce the necessity to work long hours to sZuTl 
reasonable hvmg wage, its introduction would of itself have some disincentive 
effect on the workmg of overtime, regardless of how the minimum is anolied 
to overtime p ay. We consider, however, that it would be difficult to jfistify 

* “Overtime •working 3n Britain” by E. G. Whvbrew ~ — — . 

and Employers’ Associations. H.M.S.O., 196S, * R P p 9 ’ Royal Commission on Trade Unions 
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going further and actually using the method by which a national minimum 
was applied to reduce the amount of overtime worked. Some overtime will 
always be necessary for production needs and in order to provide flexibility. 
For the rest the problem needs to be tackled by management and unions in 
their joint negotiations. 

86 We think the balance of advantage would favour treating overtime by the 
neutral method set out in paragraph 83 — i.e., applying the national minimum 
rate without any premium addition to overtime hours. We would combine this 
with the treatment of normal hours in the way we have recommended in para- 
graph 78. The combined effect would be to guarantee minimum hourly 
earnings at a flat rate for all hours worked. 

Rates or earnings? 

87 We have considered the application of a national minimum to wage and 
salary rates and to earnings. In many non-manual jobs an employee’s basic 
salary is the only item in his pay packet, overtime apart. In manual, and some 
non-manual employment, there may however be a big difference between basic 
rates of pay and total earnings even when overtime is excluded. In engineering, 
for example, the current minimum piecework standard for labourers in the 
agreement which expired in December 1968 was made up as follows : 



Basic rate 


£4 


2s. 


9d. 


Piecework supplement 


£6 


14s. 


7d. 


Time rate 


£10 


17s. 


4d. 


+ 15 per cent* 


£1 


12s. 


7d. 




£12 


9s. 


lid. 



The average weekly earnings of labourers paid by results, excluding overtime 
premium, in the engineering industry in January 1968 were £16 11s. lid. 

88 Roughly one-third of manual workers receive payments for piecework, or 
incentive bonuses of various kinds. A variety of other domestically agreed 
payments apply to both time workers and workers paid by results. As a result 
earnings vary not only between one firm and another but sometimes between 
similar groups of workers within a factory. 

89 The problem which therefore arises in applying a national minimum can 
be simply illustrated thus: given that the minimum is fixed at, say, 6s. an 
hour, and if a man’s basic pay is 5s. an hour but he regularly earns 7s. an 
hour, is he entitled to benefit from the national minimum or not? 

90 In Canada and the United States the Federal minima apply to basic rates 
of pay and not to earnings. It is understood however that, at any rate in the 
United States, workers covered by the minimum wage law are unlikely to 
receive anything over and above their basic pay. The French national mini- 
mum is expressed as an hourly rate, but certain items are included in judging 
whether an employee is being paid the minimum rate which bring it closer 



* The piecework standard comprises the time me plus 15 per cent. 
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to an earnings minimum (See Appendix I, paragraph 10). The Netherlands 
minimum is fixed on an earnings basis and takes account of all income deriving 
from an employment with the exceptions of overtime, holiday pay, profit- 
sharing bonuses and expenses connected with the job. 

91 In our view an earnings-based minimum would be most appropriate to 
British conditions. Basic rates vary widely from one industry to another, and 
even from one worker to another, as a proportion of total remuneration. Thus 
if the minimum were related to the basic rate it would have a very unequal, 
and indeed inequitable, result. It would in fact benefit many workers whose 
basic rates are low possibly simply for historic reasons, but whose actual 
remuneration is high. 

92 Use of the earnings basis would mean that, in principle, all elements of 
earnings should be included in computing whether an employee was being 
paid no less than the appropriate national minimum. In the case of time- 
workers, basic pay can be supplemented in a variety of ways, e.g. by night 
or shift allowances, merit pay, allowances for hot or dirty work, tool allow- 
ances, fringe benefits and payment in kind. All these supplements can apply 
also to pieceworkers, and in addition average hourly earnings may be affected 
by individual or group effort and may vary with overtime. In principle all these 
types of payment should be included in the computation, but there may be 
other, irregular, payments which would be best excluded. This question is 
further discussed in Appendix X, which also deals with shift workers, workers 
with no normal working hours, and other special problems of application. 
If it were decided to introduce a national minimum the complex problems 
involved in its detailed application would need further study, but the Working 
Party saw no insuperable difficulties in the way of applying the basic principle 
of an hourly earnings guarantee. 



Payments in kind 

^ Tiie application of a national minimum wage would be complicated by 
the fact that in certain employments payments in kind form a part of total 
remuneration. It would be necessary to ensure that account was taken of the 
value of such payments in applying a national minimum. Some of the pay- 
ments in kind represent a valuable consideration which could not in equity be 
ignored, whilst others are relatively trivial. Further many workers benefit from 
welfare subsidies of one kind or another, such as free or cheap meals, though 
these are not normally treated as payments in kind. 



94 Putting a cash value on payments in kind is already practised, for example 
m reckoning statutory minimum wages in agriculture. It would not however 
be possible to adopt uniform national valuations for the wide range of such 
payments, many of which might need to be evaluated in pay agreements. The 
evaluation could, however, be a subject of dispute and thus give rise to the 
need for some form of local adjudication to settle these issues. 

T d t k e . m atters discussed in Appendix X, would all require careful 
and detailed examination if it were decided to introduce a national minimum 
Although we considered that the treatment of payments in kind would be 

nSonaiZfmtZ* "* ° f mateS 38 m obstacle to a 
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Summary 

96 The main points raised in this part are : 

(1) It would be impossible to apply a national minimum equitably on a 
weekly basis because of existing variations in normal hours of work, 
and of the problem of part-time workers (71-74). 

(2) Because of this the Working Party consider that a national minimum 
could best be expressed on an hourly basis (75). 

(3) It feels that a figure of 40 hours (excluding main meal breaks) is 
the most appropriate basis for deriving a suitable hourly rate so as to 
yield an acceptable weekly sum (75). 

(4) There are a number of ways in which an hourly minimum could 
apply to hours other than overtime, but the Working Party consider 
that the most appropriate is to guarantee a standard minimum for all 
normal hours (76-78). 

(5) There are also a number of alternative ways in which a nation al 
minimum could be applied to overtime, some of which would 
encourage or discourage overtime working (79-85). 

(6) The Working Party consider it would be preferable if a national 
minimum had a neutral effect on overtime, and that for this reason 
the minimum should apply at a flat rate to all hours worked (86). 

(7) There are variations in the way in which total pay is made up, and 
it would be preferable for a minimum to apply to earnings rather 
than basic rates (87-92). 

(8) Without necessarily constituting an insuperable obstacle to a national 
minimum, the effect that the individual components of take-home 
pay would have upon entitlement to it would require careful and 
detailed examination. Particular difficulty would arise in dealing with 
payments in kind (92-95). 
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V. Special Groups of Workers 



97 We considered how a national minimum wage would apply to special 
groups of workers. At present statutory machinery for wage regulation allows 
for variations in the pay of women, juveniles and disabled persons. 

Female employees 

98 Women comprise the great majority of low-paid workers. Characteristics 
of industries where very low pay is found are that they tend to have a rela- 
tively high proportion of women who are employed in small firms and whom 
trade unions find it very difficult to organise. There are no official statistics of 
average wage rates, but women’s rates, including Wages Council rates, are 
generally between two-thirds and four-fifths of the corresponding male rates. 
Differences in average earnings are even greater, partly because they reflect 
differences in skill as well as in relative pay, and partly because women work 
little overtime. 

99 Women thus stand out as the main potential beneficiaries from a national 
minimum, but given the present extent of differentials between men’s and 
women’s pay it is evident that the application of a common minimum to both 
sexes, if high enough to affect any significant number of men, would very 
greatly increase its total cost. The effect of a common rate on the cost of a 
national minimum is examined in Part 6, and the more general questions of 
policy in Part 8. 

The young 

100 Roughly 6 per cent of the national wage and salary bill goes to males 
under 21 and females under 1 8 years of age. Over a very wide range of employ- 
ment young workers are paid less than adults. In manual employment male 
workers usually receive the adult rate at 21, whilst females receive it at 18 
years of age. In non-manual employment there is no comparable break, but an 
age-pay scale is common for younger workers and both males and females 
can expect to receive pay increments (subject to merit) from the time they 
join through to their mid or late twenties. 

101 There are thus strong precedents against applying the full amount of a 
national minimum to juveniles. Indeed the figures in the table in paragraph 
57 show that up to age 25 young people earn significantly less than those older. 
The incidence of a national minimum could be reduced either by excluding 
certain age groups from benefiting or by making provision for the application 
of a lower rate to them. Both methods are used by different Wages Councils. 
Exclusion would be the simpler method to adopt, and is in fact the rule in 
the Netherlands, where the national minimum does not apply to workers aged 
under 25. If exclusion was felt to go too far, a lower rate (with or without sex 
discrimination) might be fixed (as in Canada) or alternatively a graduated 
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scale could be adopted (as in France). The French national minimum wage 
applies to all workers aged 18 and over. For juveniles the following propor- 
tionate rates are laid down : 



14 


years — 50 per 


cent of the standard rate 


15 


„ — 60 „ 


93 93 99 99 99 


16 


„ —70 „ 


99 99 93 39 93 


17 


„ —80 „ 


33 93 39 33 99 



102 The position of juveniles in employment could, however, be affected by 
changes arising from the report of the Latey Committee on the Age of Majority 
(Cmnd 3342). It has been estimated that the payment of adult rates at age 18 
might add something of the order of £100 million, or 0‘5 per cent to the 
national wage and salary bill. 

Disabled persons and other handicapped workers 

103 There are over 650,000 registered disabled persons in this country, and 
a further unknown number of unregistered handicapped persons. Many are 
employed in ordinary jobs, often low-paid, at normal rates of pay; about 
12,000 work in sheltered workshops, and a further 3,500 in workshops for the 
blind. A little under 7,000 are employed in Remploy factories. 

104 Under the Wages Councils Act, Wages Councils are empowered to grant 
and register permits in respect of individual infirm and incapacitated 
workers authorising their employment at less than the statutory minimum rate. 
Applications from employers for their permits are normally dealt with by a 
sub-committee of the Wages Council concerned and the views of the Wages 
Inspectorate are also sought. The permit system has the merit of allowing for 
variations in individual performance, although it has not been used very 
extensively. 

105 There would, therefore, seem to be a need to make special provision for 
disabled persons and other handicapped workers if a national minimum wage 
were introduced. Although the Department of Employment and Productivity 
seeks to encourage the employment of disabled persons alongside other 
workers, at normal rates of pay, there are many people who are less than 
fully productive, and special rates are often negotiated for them. Both 
Canadian and United States legislation provide for the payment of rates 
below the respective Federal minima on a permit basis. In the U.S.A. these 
rates cannot be less than 75 per cent of the normal Federal minimum where 
the employee works in private industry and 50 per cent of the normal 
minimum where he or she works in a sheltered workshop. Canada sets no 
limits. In France disabled persons may be paid 10 per cent less than the 
national minimum, but only where a worker is so obviously handicapped that 
it is impossible for him to achieve normal output. The Netherlands law makes 
no exceptions except for those disabled persons who are in Government 
centres, where they receive 95 per cent of the normal minimum. 

106 The use of a fixed percentage rule has the attraction of simplicity. It 
would, however, be unfair to those handicapped workers whose performance 
was quite normal, whilst discouraging employers from giving work to others 
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whose output did not justify payment of even a reduced minimum, A selective 
system therefore seems preferable, though there might be bulk exceptions 
for sheltered employment under a minimum wage law. Cases might, for 
example, be considered and registered by a local joint committee representing 
employers and workers, perhaps with an independent chairman. 

Part-time workers and casual labour 

107 Part-time work is primarily associated with female employment. About 
17 per cent of females in manufacturing work do no more than 30 hours a 
week, the proportion varying between 7 per cent and 45 per cent in different 
industries; some workers have two or more part-time jobs. There should be no 
difficulty in applying a national minimum to part-time workers of either sex 
if it were expressed, as we think it should be, on an hourly basis. In France, 
Canada and the United States part-timers are guaranteed the hourly minimum 
for hours actually worked. In the interests of social justice and to prevent 
evasion, it would seem desirable in principle to follow a similar rule in this 
country. Employers might conceivably argue that part-time employees are 
less valuable than full-time employees because the overhead costs associated 
with their employment are proportionately greater, but this argument does not 
seem strong enough to justify any special provision. 

108 On the other hand there is a case for excluding part-time workers who 
work for less than a specified number of hours per week. Although it can be 
said to be socially just to insist on payment of the agreed hourly rate for every 
hour worked, it would be impracticable to enforce an arrangement of this 
kind in, for example, domestic service. It is undesirable that a scheme for a 
national minimum should contain provisions which could not be enforced. 
Moreover, there is a case for arguing that a national minimum should only 
extend to workers whose livelihood depended upon employment and not to 
those who did some work casually or for “pin money”, and many part-time 
workers might be in this category. The most practical policy might be, 
therefore, to select a “cut-off” point, expressed in hours worked per week, 
below which the national minimum would not apply. This “cut-off” point 
might, for example, be fixed at eight hours per week, which coincides with the 
Department of Health and Social Security’s definition of “inconsiderable 
employment”, below which National Insurance contributions are not payable. 
A figure as low as eight hours would still leave a great many cases within scope 
of the minimum which would be both difficult and costly to enforce, and there 
might be advantage, at least initially, in starting with some higher figure. 



Other groups requiring special consideration 

109 Two other groups which would require special consideration are: 

(1) domestic servants, especially those living in 

(2) ministers of religion and members of religious orders; these should 
probably be covered if employees, but excluded if self-employed. 

Voluntary workers and charitable workers paid nominal sums, workers over 
pensionable age, and relatives working in a family business (e.g. helping in a 
shop) would best be excluded altogether. 
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Smumaiy 

110 The main points raised in this part are : 

(1) Women stand out as the main potential beneficiaries of a national 
minimum . The application of a common level of minimum to both 
sexes would greatly increase its cost (98 and 99). 

(2) There are strong precedents in industrial practice for applying less 
than the full level of national minimum to juveniles. However, the 
position of juveniles may be affected by action taken by the Govern- 
ment on the Report of the Committee on the Age of Majority (100- 
102 ). 

(3) There are also precedents for making special provision for disabled 
and other handicapped workers, and similar arrangements would 
need to be made, preferably on a personal basis, for applying less 
than the full minimum to such workers (103-106). 

(4) An hourly minimum could be applied to part-time workers, but in 
the interest of administrative simplicity there would be a case for 
excluding those who worked less than a specified number of hours 
a week (107 and 108). 

(5) A number of other groups of employees would require special 
consideration (109). 
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VI: The Cost and Other Economic 
Consequences 



111 The introduction of a national minimum would result in additional wage 
costs, partly as the result of the direct addition it would make to the earnings 
of those below the level of the minimum, and partly because of pressures for 
consequential increases in pay for workers already earning more than the 
minimum. The ultimate total cost would also be influenced by the effect a 
national minimum would have upon the level of employment, and upon the 
productivity of labour. In this chapter we examine each of these aspects in 
turn and provide some estimates of the possible direct and indirect costs of 
different, and arbitrarily selected, minima. In discussing the possible reper- 
cussions of a national minimum wage it is important to distinguish between 
those effects which would occur at the time it was introduced and the longer- 
term effect on incomes generally. 

Direct cost 

112 The direct cost of the minimum is obviously directly related to the level 
of minimum, or minima, chosen. The actual choice of the level must be the 
result of carefully balancing the desired social and economic objectives of a 
minimum against its economic consequences. We have not considered it our 
function to suggest what the level might be but, simply for the purposes of 
illustration, we have selected on an arbitrary basis a number of possible levels 
of minima up to the equivalent of a maximum of £15 a week. The significance 
of the upper figure chosen is that it is the highest level commonly mentioned 
by those who advocate the introduction of a national minimum. 

Repercussions on the higher paid 

113 It is clear that a national minimum could not be introduced without 
being followed by pressures, at least from employees whose ear nin gs were 
already at, or a little above, the level of the minimum, for consequential 
increases in pay. In the extreme situation all workers above the level of the 
minimum might seek increases in line with the benefits gained by those whose 
earnings had been brought up to it. This factor is clearly of very great impor- 
tance to a decision on the value of a national minimum, and plainly there is 
scope for considerable disagreement about the size of consequential increases. 

114 The effect of introducing a national minimum which had either no, or 
slight, repercussions on the earnings of the higher paid would be to narrow 
the existing spread of earnings by “squeezing up” the lower end of the range. 
One way of seeking guidance on the scope for this happening is to establish 
whether there have been any lasting changes in the pattern of earnings in this 
country, even though this may not tell us whether a deliberate attempt to alter 
differentials would be successful. 
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115 Accordingly, we have examined the pattern of earnings in this country 
since 1870, the earliest year for which suitable information is available. Such 
an examination indicates that the overall distribution of earnings has substan- 
tially changed over this period, and this in turn suggests that there is no rigid 
“pattern” of incomes from employment. One feature of the change which has 
taken place has been the decline in the number of self-employed persons. 
Another has been the increase over the period in the proportion of salary- 
earners in the total work force. A third has been an increase in the proportion 
of women, whose earnings are generally at the lower end of the distribution, 
in the total work force. These changes in the nature of the work force have 
been accompanied by changes in both skill and occupational differentials, 
though not necessarily consistently in the same direction. Movements in the 
former have tended to change direction and to vary over only a relatively 
narrow r an ge, while those in the latter have varied widely, and the variations 
have often appeared to be permanent. 

116 Nevertheless, the distribution of earnings amongst manual workers has 
r emain ed much more stable over this period. Although the proportion of 
m an ual workers has fallen over the period, and may continue to do so, they 
are likely to represent the most important group of workers to whom a 
national minimum would apply in the future. 

117 The extent to which the distribution of earnings of manual men has so 
far remained stable can be seen from the following table. This shows the 
quartiles and deciles of the distribution, as defined in paragraph 75, expressed 
as a percentage of the median at various dates since 1 886 : 





Lowest 

decile 


Lower 

quartile 


Median 


Upper 

quartile 


Highest 

decile 


1886 


68-6 


82-8 


100-0 


121-7 


143-1 


1906 


66-5 


79-5 


100-0 


126-7 


156-8 


1938 


67-7 


82-1 


100-0 


118-5 


139-9 


1960 


70-6 


82-6 


100-0 


121-7 


145-2 


1966 


68-6 


824 


100-0 


120-7 


143-0 



[Source: Journal of the Royal Statistical Society, Series A, Vol. 131 p. 163.) 



This table shows that despite the very large increase in median earnings over 
the period (from 24 shillings per week in 1886 to 380 shillings per week in 
1966), the differentials between the higher-paid and lower-paid manual men 
have nevertheless remained remarkably stable in percentage terms. There has 
been a s imil ar stability for manual women, and also for the percentage 
differential between men and women. 

118 Past experience may not be a conclusive guide to the effects of attempt- 
ing to narrow differentials at the bottom end of the earnings distribution by the 
introduction of a national minimum, since it is only recently that the Govern- 
ment have provided for special consideration to be given to low paid workers 
under their policy for productivity, prices and incomes. 

119 Another way to look for guidance about the consequences of a national 
minimum for the higher paid is to examine the experience of other countries 
which have introduced a national minimum. We have examined relevant 
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information in respect of the U.S.A, and France, and have referred to this in 
some detail in Appendix I. In France, when the minimum wage was introduced 
in 1950 there was an initial narrowing of differentials, but these later widened 
again and by 1954 were practically back to their 1948 levels. In the U.S.A. 
there was a similar narrowing followed by a return within about three to five 
years. It is, however, difficult to draw a firm conclusion from this experience, 
because the differentials might not have been restored if the level of the 
minimum wage had been increased more rapidly after it was introduced. 

120 There are in fact good economic and social reasons for allowing some 
consequential movements in differentials to take place, and these have been 
mentioned by the National Board for Prices and Incomes in their reports on 
retail drapery and on agricultural workers. In the latter report they stated: 

“If every differential were to be raised in proportion then everyone would 
be treated as an exception and the lowest paid would receive no relative 
benefit. ... On the other hand, not all differentials can be narrowed. 
While an increase in pay to a labourer earning £10 a week on the grounds 
that he is low paid creates no claims for an advance for a worker earning 
£20, yet if the labourer works alongside a skilled man earning no more 
than £11, it might be economically unwise and socially unjust to give 
the labourer an increase of £1 and to leave the skilled man’s pay 
untouched.”* 

The Board concluded that it would be necessary to draw a distinction between 
differentials which should be narrowed, and those which should not. Such an 
effect could not be achieved under a national minimum. 

121 There is therefore no clear guidance as to the size of the effect of a 
national minimum on the earnings of those who are not low paid. For this 
reason it has been necessary to illustrate the possible cost of a range of some- 
what arbitrary assumptions about the maintenance of the differentials. The 
basis of these assumptions is explained in paragraphs 126 and 127. While we 
cannot say which assumption is most likely to reflect what would happen in 
practice, it is possible to make certain judgements which may help to clarify 
the issue. We are sure that the repercussions on the pay of those above the 
minimum would be more serious, the higher the level of the minimum chosen; 
We also think that these repercussions would be less strong if the minimum 
were approached in stages than if it were implemented fully from the start. 
The more extreme assumptions seem rather less likely to prove correct than 
the intermediate ones. Thus, even at a low level of minimum it is very 
improbable that there would be no repercussions at all higher up the income 
scale; and even at a level corresponding to £15 a week it is perhaps unlikely, 
though not impossible, that all percentage differentials would be fully 
restored — an extreme assumption which has not been costed. A good deal 
depends on the time horizon under consideration, since the full repercussions 
of a national minimum are likely to work through the wage system only after 
an interval of some years — perhaps as many as five years. 



* Cmnd. 3199. 
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“‘ThffoUowiog paragraphs, aa attempt is made to estimate the cost of 

a national minimum wage, on various alternative ^ as ? um f J° ns ^ f 

minimum would be applied to overtime pay, and about the repercussion 3 of 

the minimum on the pay of those above it. The H es ^ff^f ^ ^lf ot 
Family Expenditure Survey data on earnings and hours in the firs t halt of 
1967, but make allowance for an increase of 10 per cent m earnmgs since then. 

123 The data on which the calculations are based have certain limitations for 
costing purposes. First, the sample is relatively small so that the estuna es 
are subject to fairly wide margins of error. Secondly, owing to time lags in 
payment, the earnings and hours recorded in the survey will not always have 
related to the same week so that the data may somewhat exaggerate the 
numbers with very low or very high hourly earnings. And thirdly, the K-b.b. 
provides no information about income in kind or the other special factors 
which, as discussed in Parts 4 and 5, might affect the amount which would be 
payable to a person with earnings below the minimum. These limitations have 
had to be accepted because the F.E.S. is at present the only source of informa- 
tion about both earnings and hours in a sample which covers the whole 
economy and includes both wage earners and salary earners. On the informa- 
tion which is at present available it seems unlikely that these various imperfec- 
tions will seriously affect the broad orders of magnitude of the results, but it 
must be borne in mind that the estimates are not exact and that they may be 
superseded as more comprehensive information becomes available. The effect 
of imperfections in the data is, of course, only one of the uncertainties in- 
volved, and is a minor matter in comparison with the major uncertainty about 
the repercussions of a minimum, viz. the extent to which the differentials 
would be preserved or eroded, and the effect on the level of employment. 

124 The estimates which follow do not make any allowance for possible 
changes in the level of employment or hours worked. For the purposes of the 
calculation it has been assumed that the wage and salary bills for juveniles 
would rise by the same percentage as for adults of the same sex. 



125 In the tables in paragraph 128 the first two columns, under the heading 
“No repercussions”, show what the direct cost might be if the increases were 
strictly confined to those whose hourly earnings are at present below the 
minima. Col umn A gives an estimate of the cost under the scheme described 
in Part 4, under which the minimum weekly earnings would be found by 
multiplying the total hours worked in the week (including overtime but 
excluding main meal breaks) by the minimum hourly rate. Column B gives an 
estimate of what the cost would be if the minimum hourly rate were applied 
at a 50 per cent premium to hours worked in excess of 40 (i.e. so that these 
hours were paid at time-and-a-half). Although we would not favour the 
application of a national minimum on such a basis, it is desirable to consider 
the higher estimated cost of such an approach, because the possibility cannot 
be ruled out that in practice negotiations would result in a national minimum 
being applied in this way. These estimated costs have also been shown as a 
percentage of a national wage and salary bill of about £22,000 million. 



126 The next two columns, under the heading “Limited repercussions”, show 
what the cost might be if the increases had an impact on those in the ranges 
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just above the minima. For the purposes of illustration, we have assumed that 
the introduction of a minimum earnings level of 6s. for men would have the 
following limited repercussions for men working a 40-hour week : 



Men earning under £11 would be brought up to £12. 

„ „ £1 1 but under £12 would receive an extra £1. 



3 3 


„ £12 „ 


£13 

55 93 


15s 

55 55 59 A 


» 


„ £13 „ 


£14 

55 95 


5, 5, >» 10S. 


55 


„ £14 „ 


£15 

59 


5s 

35 53 99 



Corresponding repercussions for men working more or less than 40 hours were 
found by converting the above figures to hourly rates; so that, for example, 
the first and last lines become : 

Men earning less than 5s. 6d. per hour would be brought up to 6s. per hour; 

Men earning 7s.-7s. 6d. per hour would receive an extra Hd. per hour. 

Similar assumptions for minima other than 6s. were taken by adjusting the 
hourly rates pro rata, for both men and women. For a minimum of 4s. per 
hour, the first and last lines become: 

Women earning less than 3s. 8d. per hour would be brought up to 4s. per 
hour. 

Women earning 4s. 8d.-5s. per hour would receive an extra Id. per hour. 
For the minimum of 5s. per hour they become : 

Men earning less than 4s. 7d. per hour would be brought up to 5s. per hour. 

Men earning 5s. 10d.-6s. 3d. per hour would receive an extra l^d. per hour. 
For a minimum of 7s. 6d. per hour they become : 

Men earning less than 6s. 10|d. per hour would be brought up to 7s. 6d. 
per hour. 

Men earning 8s. 9d.-9s. 4-]-d. per hour would receive an extra lfd. per hour. 

127 The last two columns of the table, under the heading “Extended reper- 
cussions”, are an attempt to show on an arbitrary basis what the cost might 
eventually be, if the average of the percentage increases received by those 
affected by the “limited repercussions” was later to be applied to the higher 
earners as well. Even this case does not provide the maximum possible cost. 
This would be incurred if all levels of earnings were to be pushed up propor- 
tionately with the increase of the earnings of those brought up to the level 
of the minimum. It is not possible to estimate this extreme cost because the 
establishment of a national minimum would not result in a single increase 
which could then be universally applied to all other wages and salaries, but 
would vary from individual to individual. 

128 All the estimates in the tables below are based on F.E.S. data for the 
first half of 1967, but allowing for a subsequent increase in earnings of 10 per 
cent. In other words, they show what the cost, and the numbers affected, might 
be expected to be at the date when earnings reach a level 10 per cent above 
their average in the first half of 1967. The tables show a range of possible 
costs which might result from the introduction of a national minimum wage, 
though without making any allowance for resultant changes in the level of 
employment or other economic consequences (see paragraph 133). At the 
lower end of the range, a national minimum earnings level of 5s. an hour for 

39 



Printed image digitised by the University of Southampton Library Digitisation Unit 



COST OF VARIOUS LEVELS OF NATIONAL MINIMUM 




Printed image digitised by the University of Southampton Library Digitisation Unit 



* For definitions see paragraphs 125 to 127. 

t The proportion of persons earning less than 5s. an hour was too small to enable a realistic estimate to be made on this basis. 
$ The percentage rates here and throughout the table relate to a total national wage and salary bill of about £22,000 million. 



men and 4s. for women would, assuming there were no repercussions on the 
rate paid for overtime work or on the pay of workers already earning more 
than the minimum, add roughly £100 million to the annual wage and salary 
bill. In contrast, the application of a common minimum of 7s. 6d. an hour to 
both men and women, with a 50 per cent premium for hours worked in excess 
of 40 per week and assuming extended repercussions throughout the entire 
wage and salary structure, might cost an extra £3,800 million a year. Both 
figures assume that juveniles would receive pro rata increases. 



ESTIMATES OF NUMBERS AFFECTED BY VARIOUS LEVELS OF NATIONAL 

MINIMUM 





Numbers Affected (millions) 


*No _ 

Repercussions 


*Limited 

Repercussions 


^Extended 

Repercussions 


A 


B 


A 


B 


A B 


Minimum 4s. 












Women 


0-7 


0-8 


2-2 


2-3 




Minimum 5s. 












Men 


0-2 


0-4 


0-8 


1-3 




Women 


2-2 


2-3 


4-0 


40 




Minimum 6s. 










ALL 


Men 


0-6 


1-0 


2-3 


3T 




Women 


3-6 


3-7 


5 0 


5-1 




Minimum Is. 6d. 












Men 


2-3 


3-1 


5-5 


6-3 




Women 


5-0 


5-1 


5-8 


5-8 





129 The estimates in the tables are national aggregates and do not attempt to 
show the way in which the national minimum might work its way through the 
nation’s pay structure. In practice, the distribution of earnings varies slightly 
from industry to industry and, to a greater extent, from occupation to occupa- 
tion. Consequently, the scope for raising the pay floor without unduly disturb- 
ing existing differentials varies from one sector to another. There may well 
be some small industries where low pay is common whose entire pay structure 
could be jacked up without affecting employers and workers outside these 
industries. Generally, however, negotiators do not work in self-contained units. 
They operate within a framework of generally accepted traditional relativities 
which result in increases in one sector being transmitted to other sectors. 
These considerations point to the conclusion that the more that low paid 
workers are concentrated in industries where a rise in the pay floor would be 
likely to spread upwards throughout that industry, and the greater the influence 
of these industries in setting the pace for pay rises generally, the greater will 
be the repercussive effects of introducing a national minimum, 

130 Although many low paid workers are found in small industries where 
the levels of pay are generally low, the great majority are to be found within 
larger areas of industry where the average level of pay is high. It is not 
possible to say how many, if any, of the small low-paying industries might act 

* For definitions see paragraphs 125 to 127- 
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as wage leaders, but the presence of large numbers of low paid workers in the 
higher paying industries suggests that the application of a national minimum 
would be likely to have extensive repercussions both within these industries 

and elsewhere. 

131 A feature which is likely to add to the repercussive effects of a national 
minimum wage is that premium rates, such as overtime, holiday, and shift 
rates, are generally expressed in collective agreements in terms of a stated 
premium on top of the basic rate. The introduction of a national minimum 
could well generate pressures for these premium rates to be linked to the 
national minimum, although the risk of this would be smaller the lower the 
level of minim um chosen. These features cannot, however, be eliminated. We 
have made some allowance in the estimates in paragraph 128 (columns B) for 
increases in the premium paid for overtime, but not for other purposes. 

The cost to individual sectors of industry 

132 The percentage increases given in the tables in paragraph 128 cannot be 
used for deducing what might be the cost for any particular industry. This 
would depend both on the proportion of workers who would be affected by 
the minim um in the industry, and the extent to which their earnings fell below 
the level of a minimum. It is not, in any case, possible to break down by 
industry the estimates given in the tables because the sample on which they 
are based is not big enough for this purpose. 

Employment, productivity and prices 

133 We now look at other economic consequences which might How from a 
national minimum. These factors might work either so as to increase the cost 
of a national minimum, or so as to reduce it. Their effects cannot be quantified, 
however, on the basis of existing information, and no allowance has been made 
for them in the estimates in paragraph 128. 

134 Faced with the increase in labour costs which would follow the intro- 
duction of a national minimum, employers could react in a number of ways. 
The possibilities open to them would be to increase the productivity of their 
labour force; to reduce the size of their labour force; to take a cut in profits; 
or to pass the cost on to the consumer. It seems likely that employers would 
seek to adapt to the increased cost of a national minimum by adopting a 
combination of these possibilities. The actual choice of solution would vary 
according to the particular circumstances of each employer concerned. The 
total effects of the reactions of employers would be felt only in the long term, 
whereas the effect of rising costs would be immediate. 

135 However, many low paid workers are to be found in service and public 
sector employment in parts of which there is no opportunity to squeeze profits 
and increases in productivity are likely to be achieved only slowly. If these 
sectors were obliged to charge higher prices in order to offset the cost of a 
national minimum, the effects would be widely felt. 

136 The consequences of employers’ seeking to adopt two of the alternatives 
mentioned in paragraph 134, namely, increasing the productivity of their 
labour force, or reducing its size, are of particular importance to the national 
economy and need to be looked at in rather more detail. 
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Productivity 

137 The extent to which the increase in labour costs resulting from the 
introduction of a national minimum would provide an incentive to employers 
to increase productivity, both by introducing more labour-saving raachinory 
and by modifying certain products and processes that are costly in terms of 
labour, would vary from sector to sector. There are some industries where 
low wages are associated with inefficient industrial organisation. In many of 
these cases improvements in productivity could readily be made, but given 
the existing supply of cheap labour such improvements are simply not econo- 
mically worthwhile. On the other hand there are some employers who would 
find it technically difficult to improve the productivity of their labour force. 

138 In general, major changes in output per head and major changes in 
employment in industry are associated with technological change. There is 
little likelihood that the introduction of a national minimum hourly rate 
would, by itself, greatly accelerate productivity change in any industry affected, 
or nationally, but it might tend to increase the rate of growth of productivity 
slightly in the years after its introduction. 



Unemployment 

139 Because reducing the labour force would be only one of the alternatives 
open to employers in meeting the cost of a national minimum, it follows that 
only a proportion of the burden of adjustment would be taken by changes in 
the level of employment. The greater the cost of the national minimum, the 
greater the consequent adjustment in the level of employment is likely to be. 
The effect on employment of introducing a national minimum of, for example, 
6s. per hour for men (affecting approximately 4 per cent of men directly) and 
4s. per hour for women (affecting approximately 10 per cent of women 
directly) is unlikely to be very great; the effect of introducing a national 
minimum of 7s. per hour, affecting approximately 17 per cent of men and 
87 per cent of women, is likely to be substantial, especially on the employment 
of women. It is impossible to make any estimate of the likely size of these 
effects. 

140 However low the level of any national minimum introduced, there would 
tend to be some fall in demand for the grades of labour affected, since higher 
prices would reduce sales, while if productivity increased any given output 
could be produced by a smaller labour force. To the extent that industries 
where large numbers of low-paid workers are located are those which are 
either contracting, or at most expanding more slowly than the average, an 
increase in their labour costs caused by the introduction of a national minimum 
wage would hasten the rate of contraction, or slow down the rate of expansion 
even further. Whilst this would speed up the process of rationalisation it would, 
at least in the short run, give rise to an increase in unemployment. 

141 Apart from variations in the effects which a national minimum might 
have in different industries, there would also be variations in the impact on 
different parts of the country. We think that any consequential unemployment 
would tend to affect the Development Areas in particular. This is partly 
because the demand for labour in these areas is lower, and partly because 
earnings also tend to be low and the cost of a national minimum would there- 
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fore be greater. Studies made by the Department of Employment and Produc- 
tivity suggest that, apart from variations in the incidence of agriculture, the 
low level of wages in particular regions is only in small part explained by 
variations in the structure of industry from region to region. To the extent 
that Development Areas are disproportionately affected, the introduction^ of a 
national minimum earnings level would tend to counter the effects of the 
Regional Employment Premium in making labour relatively cheaper to 
employers in Development Areas than elsewhere. It would also be necessary 
to consider whether the net effect on incomes in Development Areas of the 
introduction of a national minimum earnings level would be such as to lead to 
a relative increase or decrease in purchasing power in those areas when 
compared with other regions. 

Women’s employment . 

142 The likely effect of a national minimum is further complicated by the 
existing differentials between men’s and women s pay. Its effect would vary 
according to whether a common level of minimum, or different levels, were 
adopted for men and women. A common level, provided it was pitched high 
enough to have some effect upon men’s pay, might tend to encourage the 
replacement of women by men; a differential minimum might have the reverse 
effect. Much would depend, however, upon the prevailing labour supply in 
particular areas, and upon the extent to which the jobs affected were ones 
which could be equally well performed by men or by women. 



Overseas experience t 

143 We have examined the results of certain academic research which has 
been conducted into the economic effects of the United States Federal mini- 
mum wage, and it might be helpful to refer briefly to the principal conclu- 
sions which emerged. After the increases in the Federal minimum in 1956 
employment declined in the following year in nearly all industries concerned, 
the decline ranging from 3-2 per cent to more than 15 per cent. There was a 
distinct tendency for the effect to be greatest in establishments where the impact 
was heaviest. Tendencies were also noted towards the introduction of more 
efficient production methods, increased investment in machinery and equip- 
ment, and increased prices. This was a period of sensitive demand. At other 
times more powerful economic influences seem to have counteracted any 
tendency which the higher minimum might have had to reduce employment. 
Thus, after the 1961 increases the effects noted above were absent. During this 
period the economy of the U.S.A. was undergoing a substantial expansion in 
which any adverse effect which the higher minimum wage might have had was 
offset by more powerful influences. The ability of the U.S.A. to raise produc- 
tivity more sharply than earnings is another factor that must have helped. 

144 There has been disagreement about the precise effects of the minimum 
wage legislation in the U.S.A., but it appears that a minimum wage which 
raises only the bottom 5-10 per cent of the distribution of earnings has no 
great effect upon employment. In this country, such a level for men and 
women combined would be of the order of little more than 4s. per hour and 
almost no men would be affected. However, the dispersion of earnings in the 
U.S.A. is such that a minimum wage which affected only the lowest 10 per 
cent of the national earnings distribution affected more than 28 per cent of 
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workers in the South including a significant proportion of men there, and the 
effects of the minimum upon employment were concentrated in the South. 
In this country, the regional variation in earnings is far less. Minimum hourly 
rates of 6s. per hour for men and 4s. per hour for women would raise only the 
bottom 4 per cent and 10 per cent respectively of the earnings dispersions^ 
With the possible exception of Northern Ireland, no region would be affected 
as heavily as the American South by a national minimum affecting similar 
proportions of the national earnings distribution. On the other hand, a national 
r njpim nm earnings level of 7s. 6d. an hour which would affect about 20 per 
cent of men and 90 per cent of women would have, on the basis of the 
experience of the U.S.A., serious employment effects for men, and extremely 
serious employment effects for women. 



Summary 

145 The main points raised in this part are : 

(1) The direct annual cost of a national mimmum—i.e. the cost o 
applying it to the earnings of those below its level— would depend 

upon the level chosen (112). 

(2) The actual choice of the level must be the result of carefully balancing 
the objectives against the economic consequences. The Working 
Party do not consider it to be their function to suggest an appropriate 

level (112). 

(3) The national minimum could not be introduced without some pres- 
1 sure for increases in pay for those already earning more than the 

minimum, and the cost of the results of such pressure is clearly of 
importance to a decision on the value of a national minimum, 
extreme case all workers might seek to restore their previous dtoen- 
tial. There is scope for considerable disagreement about the eiteci ot 
a national minimum on the higher paid (113). 

(4) An examination of changes in the pattern of eamings in Cheat 
Britain since 1870, and of the experience of certain countries which 
operate a national minimum wage have not enabled the Working 
Party to make a reliable prediction about what the effect of a 
national minimum on the higher paid might be (114-121). 

(5) The repercussions on the higher paid would be more serious the 
higher the level of minimum chosen, but they would be less marked 

if the minimum was introduced in stages (121). 

(6) For purposes of illustration estimates have been made of the cost of 
various levels of minimum up to the equivalent of £15 for a 40 hour 
week. Some arbitrary assumptions have been made to illustrate the 
effect that the repercussions on the higher paid might have upon 
total cost. These estimates range from £100 million per annum, m 
the case of a minimum of 5s. an hour for men and 4s. for women 
with no repercussions, up to £3,800 million per annum m the case of 
a minimum of 7s. 6d. an hour for both men and women and assuming 
extended repercussions on the higher paid and ail overtime premium. 
(In both cases pro rata adjustments have been made for youths and 
girls.) Estimates have also been made of the number of workers who 
might be affected (122-128). 
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m Tn practice the actual cost of a national minimum would be affected 
' by the way in which its effects worked themselves through the bar- 
gaining structure and by the distribution of low paid workers between 
industries. The presence of large numbers of low paid workers in 
the higher paying industries suggests that a national mimmuin wou 
be likely to have extensive repercussions throughout industry ( - 

131). £ . . 

(8) The estimates give no indication of the likely cost of a nationa 
minim um for particular industries (132). 

(9) There are various other economic factors, which cannot be quantified, 
which might either add to, or reduce, the cost of a national mini- 
mum, most of which would spring from action taken by employers 
to adapt to increases in labour costs (133 and 134). 

(10) It would be difficult for employers in certain service industries and 
in parts of the public sector, where many low paid workers are to 
be found, to avoid passing on the increased cost of labour in higher 
prices. The effects of such a response would be widely felt (135). 

(11) Although employers could be expected to attempt to meet the cost of 
a national minimum by improving productivity, there Is little like- 
lihood that this would lead to a substantial rise in productivity either 
nationally or in any particular industry (137 and 138). 

(12) Some employers could be expected to react to the introduction of a 
national minimum by reducing their labour forces. The likelihood of 
this happening would be the greater the higher the level of minimum 



chosen (139 and 140). 

(13) Because of regional variations in earnings, a national minimum would 
affect employment in some regions more than others, and it is likely 
that the Development Areas would be particularly likely to be 
affected. The effect of a national minimum on wage costs would 
work against the Regional Employment Premium (141). 

(14) The introduction of a national minimum might result in differing 
changes in the purchasing power of different regions (141). 



(15) The effect of a national minimum upon women’s employment would 
depend upon whether a minimum was applied on a common or a 
differential basis, the level of minimum adopted, the state of the 
labour market in particular areas, and the nature of the jobs affected 
(142). 

(16) Studies made into the effect on employment of the U.S. Federal 
minimum confirm that this would depend very largely on the level 
at which it was set (143 and 144). 
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YXJ. Administrative Arrangements — 

Determination, Revision, Enforce ment 

Determining and revising the minimum 

146 If a minimum were to be introduced arrangements would be needed for 
determining its level and for revising it from time to time. The agreed lev 
miehtbe introduced as a single operation or it might be reached m a senes of 
staves Even when the “right” level has been fixed, however, it would be 
necessary to keep it under review, and to increase it if necessary Otherwise, 
Tan economy in which there is a continuing tendency for earnings to rise 
the national minimum would become more and more out of line with th 
pattern of earnings until it might no longer he capable of serving the purpose 
for which it was introduced. 

147 There are two broad alternatives for carrying out this periodic review 
function Responsibility for determining and revising the level could be given 
to an independent body, or the task might be undertaken by 

possibly with the assistance of an independent advisory body. The Canadian 
Ld United States Federal systems are both administered by their respective 
governments through the Department of Labour. The French and Netherlands 
Governments both make use of advisory bodies though in practice their 
influence has been very limited. 

148 It would be necessary to decide whether the review machinery should 
operate only at the ad hoc initiative of e.g. the Government or some other 
body, or whether it should be activated automatically— e.g. at regular intervals 
of time, or when a particular indicator has risen by more than a specified 
amount. Both procedures are found in practice overseas. 



149 The United States and Canada have no provisions for automatic review 
but both countries keep the situation under constant examination. The United 
States Congress frequently holds public hearings at which interested parties 
and persons are invited to testify as to the appropriate minimum wage level 
The Secretary of Labor is required to submit each year an evaluation and 
appraisal of the system, together with recommendations as appropriate, which 
take account of changes in the cost of living, changes in productivity and the 
level of wages in manufacturing, the ability of employers to absorb wage 
increases, and such other factors as seem pertinent. The Canadian Government 
is currently undertaking studies to develop economic and social criteria for 
revising the minimum standard. 

150 The French national minimum can be varied either by decree of the 
Council of Ministers acting on information on the state of the economy and 
the advice of a joint commission, or by Ministerial Order on the basis of move- 
ments in a cost of living index. 



151 Revision of the Netherlands minimum was once purely a matter of 
bargaining, but under new legislation the minimum is adjusted annually on 
the basis of the combined movement of wage and price indices. In addition 
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the Minister of Social Affairs can consider an increase having regard to the 
“general welfare situation” — a device to keep the minimum in line with 
average wages — and special reviews could be undertaken as necessary. Further 
information about practice overseas is given in paragraphs 19-22 of 
Appendix I. 

152 We have noted that there are a number of alternative criteria which 
could be used to review a national minimum. Any choice between them would 
have to take account of the method currently in use for revising social security 
benefit standards. 



Enforcement 

153 It would be theoretically possible to leave responsibility for the enforce- 
ment of a national minimum to the parties concerned, or their representatives, 
as a purely civil matter. It is most unlikely, however, that this would protect 
the type of worker most likely to be exploited— -the low-paid employee without 
resources or an organisation to act for him. Accordingly, it seems essential 
that a Government Department should itself have power to initiate proceed- 
ings on behalf of employees. 

154 This means that a national minimum would have to be backed by an 
Inspectorate operating on similar fines to the existing Wages Council Inspec- 
torate. Payment of less than the statutory minimum rate is a punishable offence 
under the Wages Councils Act and enforcement of the statutory rates by the 
Department through the Wages Inspectorate thus has the backing of the 
criminal law. Employers are required to keep wages records, and Wages 
Inspectors have powers to enter premises, to require the production of wages 
records and to question persons. In addition the Inspectors are empowered to 
institute civil proceedings in the Courts on a worker’s behalf for the recovery 
of underpayments. In accordance with this precedent it seems desirable that 
the arrangements for enforcing a national minimum should include powers to 
use both civil and criminal proceedings, although the latter should only be 
necessary in a minority of cases. 

155 The existence of an Inspectorate ready to take all necessary action 
admittedly leaves trade unions with little incentive to incur the expense of 
taking action against offenders themselves. It is however difficult to see how 
eise the minimum could be enforced on behalf of workers who are in a weak 
bargaining position. France, the Netherlands, Canada and the United States 
all employ Inspectors who undertake this work alongside a range of other 
duties, 

156 In view of the very wide field that would be covered by the national 
minimum (about five times as large as the field of operation of the Wages 
Councils) routine inspection would, however, be extravagant and unproductive 
unless it could be concentrated on those industries or areas where the infrac- 
tion rate was known, or believed, to be well above the national average We 
consider that in general visits by Inspectors would need to be reserved for cases 
where complaints had been made. 
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Interpretation 

157 Although the concept of a national minimum wage is basically simple, 
there would need to be provision for special exceptions and adjustments (see 
Parts 4 and 5). Questions are bound to arise both in relation to these pro- 
visions and generally whether the arrangements were being correctly applied, 
and there would be occasions on which advice was sought. 

158 Under the Wages Council system, which if anything has to cover a wider 
range of issues than would crop up under a national minimum, Wages Inspec- 
tors give opinions on Wages Regulation Orders regarding both scope and 
remuneration. They perform this task with or without advice from Head- 
quarters according to the complexity of the problem. This function presents 
no great difficulties and the Chief Wages Inspector ensures that important 
rulings from Headquarters are circulated to all Inspectors. These rulings are 
conveyed to the parties concerned with the usual reservation that authoritative 
decisions can be given only by the Courts. Similar arrangements could be 
made for a national minimum. 

Costs of administration 

159 The total annual cost of administering the Wages Council system is just 
short of £1 million, and more than 80 per cent of this sum represents the 
salaries of the Wages Inspectorate. If similar powers were taken to enforce a 
national minimum the cost would be at least as great and depending on the 
volume of complaints, could be considerably more. The precise cost would 
depend upon the level at which the minimum was set, and the frequency . of 
inspection. To keep the cost of administration within tolerable limits routine 
inspections would, as stated in paragraph 156, have to be kept to a minimum, 
and enforcement would mainly depend upon the investigation of complaints. 

160 On the assumption that a national minimum would operate together 
with the existing Wages Boards and Councils system, it is estimated that the 
combined annual cost of administration could be of the order of about £ 1 \ 
million or more than double the current cost of administering Wages Boards 
and Councils. This would include £100,000 to cover the cost of administration 
of the Agricultural Wages Boards. The assumptions on which the extra 
expenditure for the administration of a national minimum are made are set 
out in the following paragraph. 

161 The volume of work generated by the administration of a national 
minimum wage system would be directly dependent on the level at which the 
minimum was fixed. For example, a guaranteed minimum hourly earnings 
level of 6s. for men and 5s. for women would bring within statutory regulation 
a further three million workers. Experience with Wages Councils suggests 
that this extra number would generate a volume of work requiring some 400 
extra staff, the total cost including supporting services being of the order of 
£1.2 million. 

Relationship with existing statutory machinery 

162 A national minimum could mean either supersession of the existing 
statutory machinery or co-existence with it. Hie first possibility raises issues 
which go beyond the question of a national minimum. So far as the latter is 
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concerned we note that the Wages Council system brings to the workers con- 
cerned many benefits apart from the mere provision of minimum rates. These 
benefits include holiday entitlements and holiday pay, a guaranteed week, and 
pre mium payments for overtime and rest day working, etc. Moreover, the 
system benefits higher paid workers in the industries concerned because higher 
rates are fixed for workers with greater skills or responsibilities. For these 
reasons it can be expected that in a simple choice between the Wages Council 
system and a national minimum, there would be pressure for the continued 
existence of the Wages Council system. 

163 The introduction of a national minimum parallel to the existing statutory 
machinery might also give rise to a number of problems of which the most 
immediate would be the existence of two different statutory minima for 
many workers in Wages Council industries — one related to rates, the other to 
earnings. Wages Councils when reviewing rates would presumably put forward 
proposals providing for increased rates which would produce earnings at 
least at the national minimum level. 

Summary 

164 The main points raised in this part are : 

(1) If a national minimum were to be introduced arrangements would be 
needed for determining its level, and for reviewing it from time to 
time (146). 

(2) The procedure for reviewing the level could be carried out by an 
independent body or by the Government, possibly assisted by an 
independent advisory body (147). 

(3) It would be necessary to decide whether the review machinery should 
function automatically or on an ad hoc basis. Both methods are used 
by countries overseas (148-151). 

(4) It would also be necessary to decide which of the various criteria 
available for reviewing the minimum should be adopted (152). 

(5) Although in theory the enforcement of a national minimum could be 
left to employers and workers it would be essential for the Govern- 
ment to have powers to initiate proceedings on behalf of employees 
if exploitation were to be prevented. This could best be achieved by 
an inspectorate operating on similar lines to the existing Wages 
Councils Inspectorate (153-156). 

(6) Arrangements for the interpretation of a national minimum could 
likewise be developed on lines similar to those operating in respect of 
Wages Councils (157 and 158). 

(7) Administrative costs would vary with the level of the minimum For 
example, a national minimum operating alongside the existing 
machinery for Wages Boards and Councils, at a level of 6s. an hour 
for men and 5s. an hour for women, would involve annual costs, for 
both systems together, of about £ 2 \ million or roughly twice as much 
as the current cost of administering Boards and Councils (159-161). 

(8) Wages Boards and Councils provide a number of benefits other than 
minimum rates, which a national minimum would not entirely 
replace. If the two systems were to operate side by side this might 
give rise to some problems, including the existence of different 
statutory minima in the industries affected (162 and 163). 
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VIII. Sv.mudi^g Jp 



165 We have examined the general theoretical arguments for and against 
the introduction of a national minimum, and the information which bears upon 
the usefulness of such a measure. Here we analyse the broad picture which 
emerges from this examination. 

The effectiveness of a national mMmsim. 

166 Would a national minimum meet the purposes it has been claimed it 
would serve? We have indicated the purposes which have been advanced, and 
the theoretical arguments for and against them in Part 1 of this report. We 
now look at these again briefly in turn, and in the light of the information we 
have collected in our examination. 

167 A national minimum as a measure for relieving poverty has the merit 
that it would help certain categories of the poor who are not adequately 
covered by the Government’s existing measures for relieving poverty. There 
are, however, major limitations in the value of a national minimum for this 
purpose. One of these is that a national minimum would take no account of 
the variations in the circumstances of individuals which decide their particular 
needs, including variations in the number of earners contributing to the house- 
hold income. The largest numbers of those who would derive benefit from it 
would be single persons, or married men without families or with only small 

families. 

168 Another limitation is that employed persons with low incomes form 
only one section of all those in poverty. Many others, who would not benefit 
from a national minimum, are chronically sick or otherwise incapacitated for 
work, unemployed or are retired. Taking for purposes of illustration a weekly 
household income of £15, we have estimated that in 1966 there were some 
4T million households where total incomes fell below this level, of which 
roughly two-thirds contained no workers. A national minimum would make 
no contribution to aiding households of the latter kind and, indeed, to the 
extent to which it would result in higher prices, would actually worsen their 
position. 

169 Moreover, to satisfy the minimum requirements of those with the greatest 
need a national minimum would have to be set at a level which would involve 
a substantial addition to the national wage and salary bill, and would be likely 
to carry with it the risk of consequential effects elsewhere. 

170 A national minimum is likely to be a less efficient means of relieving 
poverty than selective social benefits related to individual needs. 

171 The introduction of a national minimum would clearly be compatible 
with the Government’s policy for productivity, prices and incomes to the 
extent that the level chosen furthered the objectives of social need and justice. 
Not only would it be a far more comprehensive method of protecting the low 
paid than the existing low pay criterion, but because of its wider scope it 
might be more likely to secure a redistribution of the benefits of growth in 
favour of the low paid. The reason for this is that help given to the low paid 
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would no longer depend upon the negotiating strength of these groups and 
upon the relative importance which negotiators attached to their needs. On 
the other hand this assumes the willingness of trade unions not to press for 
the maintenance of relativities, but historically these have proved to be very 
tenacious. 

Who would benefit from a national minimum? 

172 From the facts which we have assembled, it appears that the main groups 
amongst wage and salary earners who would be likely to benefit most from the 
introduction of a national minimum are women and younger workers, and to 
a lesser extent the more elderly men. Those who would benefit least are men 
between the ages of 30 and 60. The extent to which women would outnumber 
men among the beneficiaries can be seen from the estimates given in the second 
table in paragraph 128. The information in paragraph 57 shows the ages at 
which earnings are lowest : amongst men, it will be seen that the group which 
is likely to contain the highest proportion of beneficiaries is the age range 
18 to 24. Not only manual workers but many salaried workers have low earn- 
ings at these ages. 

173 There would be a disproportionately high number of beneficiaries in 
the less prosperous areas including the Development Areas, and in smaller low 
paying industries mostly already covered by Wages Councils and in agriculture. 
Substantial numbers of beneficiaries would also be found in certain larger and 
generally high paying industries, which have large numbers, though not a high 
proportion, of low-paid workers. 

174 The above analysis of the principal beneficiaries is restricted to wage 
and salary earners. About two-thirds of the households in the country with 
an income of less than £15 a week would not benefit from a national minimum 
wage as they do not contain wage or salary earners. 

The basis of a national minimum 

175 After considering various alternative ways of defining a national mini- 
mum wage, we decided that the most appropriate basis would be a guaranteed 
level of minimum hourly earnings. 

The possible cost 

176 The direct cost of a national minimum would depend upon the level at 
which it was set. A fundamental difficulty here is that there is no obvious level 
at which to fix a national minimum so as to meet all the purposes which it 
might serve, or any one of these purposes. For example, there is no generally 
accepted definition of poverty, and there can be no single definition which is 
universally equitable because poverty is related to personal circumstances 
including, in particular, variations in the size of the family, and inescapable 
commitments such as rent. The choice of a level would have to be made as a 
result of balancing a number of economic, social and political considerations. 
We have not considered it, therefore, to be our function to recommend a 
particular level of national minimum. However, we have indicated some of the 
considerations which would influence the choice of a level, and we have also 
suggested a range of levels within which it would seem reasonable to assume 
that the choice would he. On this basis we have made a purely arbitrary 
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selection of figures on which, to base calculations of cost to illustrate what the 
economic effects of different levels of minimum might be, 

177 However, as we have explained in Part 6, it is vital to consider also the 
possible repercussions of a natural minimum on the earnings of those who 
are not low paid. It is impossible to predict the size of such repercussions, 
particularly as we consider that this would be influenced considerably by the 
actual level of a national minimum. 

178 At one extreme point, the assumption is that there would be reper- 
cussions at all higher points up the scale to preserve existing percentage dif- 
ferentials. At the other the assumption is that there would be no such 
repercussions. We think that extreme assumptions are less likely to prove 
correct than intermediate ones, although the higher level of the minimum 
at its introduction, the greater the risk seems of its setting off pressures for 
the maintenance of differentials. 

179 A good deal must depend on the period of time over which a national 
minimum is introduced. The repercussions from the introduction of any level 
of mini mum would be postponed and might well be reduced by introducing 
it in a series of stages over several years instead of as a single increase. Cer- 
tainly, such a phased operation would give industry time in which to adjust 
itself to the new situation. 

180 The order of magnitude of the possible addition to the annual wage and 
salary bill of some £22,000 million can best be illustrated by giving a number 
of examples. A minimum of 5s. an hour for men and 4s. for women would, if 
there were no repercussions on the rate of overtime pay or on higher-paid 
workers, cost about £100 million a year. Raising the men’s rate to 6s. an hour 
would, on these assumptions, bring the combined cost to £150 million a year 
—still less than 1 per cent of the national wage and salary bill. If, on the other 
hand the minimum of 6s. for men and 4s. for women had limited reper- 
cussions on higher paid workers and resulted in increased payments for over- 
time work, the extra annual cost might rise to £350 million. A minimum of 
7s. 6d. for men and 5s. for women, associated with increased payment for 
overtime and extended repercussions on the higher paid, would cost an extra 
£2,800 million a year, and a common 7s. 6d. minimum for both men and 
women would, on the same basis, cost an extra £3,800 million a year or 
one-sixth of the national wage and salary bill. All these figures assume pro rata 
increases for juveniles. 

181 The gravity of the upper end of the range of our illustrative figures is 
evident enough but it is not easy to put the lower end in proper perspective. 
For one thing, an unknown part of this bill would have been met in any case 
in the form of negotiated increases for the lower paid workers which would be 
likely to take place in the absence of a national minimum. There is likely also 
to be some, albeit fairly small, offsetting increase in productivity flowing from 
a national minimum which would tend to lead some employers to use existing 
labour more efficiently in the face of an addition to their labour costs, 

182 The estimates which we have included in this report underline the crucial 
importance of the decision which would have to be taken about whether women 
should receive the same level of minimum as men. The figures in the table in 
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paragraph 43 show that the number of women below any level of weekly 
earnings up to £15 greatly exceeds the number of men. It follows that the 
major part of the cost of applying a national minimum equally to both sexes 
would be that incurred in bringing up the earnings of women to the chosen 
level— at a level of 7s. 6d. per hour the direct cost would be roughly twice as 
great for women as for men. 

183 The total direct impact cost of a national minimum might be limited by 
one of two alternative approaches : 

(1) by applying the same minimum to women and men but pitching it at 
a low level; this approach would require so low a figure that it would 
have little impact on men; 

(2) by selecting different levels for men and for women. 

184 The Government are fully committed to the application of the principle 
of equal pay, and since 1966 have been examining jointly with the C.B.I. and 
the T.U.C. the problems involved in its application. On 26th June 1968 the 
First Secretary announced that she would be having discussions with both sides 
of industry with a view to agreeing a time-table for the phased introduction 
of equal pay over an appropriate period. As a preliminary to further discus- 
sions, a tripartite enquiry is at present being conducted by the D.E.P., C.B.I. 
and T.U.C. into the likely cost of equal pay in different parts of industry. 
Meanwhile the Government have made it clear that the phasing of a pro- 
gramme for the introduction of equal pay will have to take account of general 
economic circumstances. The C.B.I. and the T.U.C. have accepted this posi- 
tion and have also accepted that the introduction of equal pay would have to 
be phased over a number of years. 

185 It is necessary, therefore, to consider the economic consequences of a 
national minimum in the light of this commitment. Given that the introduction 
of equal pay would be phased over a period of years, it would be realistic to 
assume that if a higher minimum wage level were initially chosen for men it 
would have to be applied to women also within a given period following the 
start of a programme for applying equal pay for women throughout industry. 

Employment 

lift The introduction of a national minimum will add to labour costs. This 
could in turn increase the level of unemployment. The effects would depend 
on the level of minimum chosen. We would not expect them to be very great 
for rates up to, for example, 4s. for women or 6s. for men, at least in Great 
Britain, but at 7s. 6d. per hour, for example, the alternatives would either be 
a substantial increase in costs, or more likely, some reduction in employment 
both for men and still more seriously for women, with the worst impact falling 
in the less prosperous areas including the Development Areas. Northern 
Ireland could be particularly affected. 

Administration 

187 We have discussed administrative questions in Parts 4, 5 and 7 of this 
report. We are satisfied that tnere would be no insuperable administrative 
problems in operating a national minimum although there would be an 
increase in staff. However, there are a number of detailed points of application 
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which would require further close examination, in many cases involving 
consultation with both sides of industry, before the precise way of dealing 
with them could be decided. 

18S It would be necessary to introduce a national minimum on a statutory 
basis in order to ensure its uniform application and enforcement. This is the 
position in other countries we have examined. 

189 It would be convenient, in our view, to apply a national minimum by 
extending to the whole of industry the method of enforcement used in respect 
of the provisions of Wages Boards and Councils, though inspection would have 
to be largely limited to investigating complaints. A national minimum would 
not be a full, or generally acceptable, alternative to Wages Boards and Coun- 
cils, which deal with basic rates for various grades and cover other matters, 
such as holidays and entitlement to premium payments. On the assumption 
that the two systems would operate together some hundreds of extra staff 
would be needed and it is estimated that the combined annual cost of admin- 
istration including extra staff could be of the order of £2-|- million, or more 
than double the current cost of administering the Wages Boards and Councils. 

190 The continuing usefulness of a national minimum wage would depend 
to a large extent upon the effectiveness of the arrangements made for adjust- 
ing the level from time to time. The problem posed by the introduction of a 
national minimum, of balancing the social benefits of a given figure against 
its direct and indirect economic consequences, would to some extent reassert 
itself on the occasion of each revision. The method of revision, and criterion 
selected, would therefore need to be carefully chosen. We do not think that 
this choice could be made without reference to the methods currently employed 
in revising social security benefits. 



APPENDIX I 



National Minimum Wage Systems Overseas 

1 This appendix reviews the systems operating in France, the Netherlands, Canada and 
the United States of America. It also includes at Annex 1 a note on practice in Australia, 
where the system of compulsory arbitration has some affinity to the purposes of a 
national minimum wage. 

2 Enquiries were also made regarding practice in the Federal Republic of Germany, 
Italy, Denmark, Norway and Sweden. None of these countries has a national minimum 
wage but brief notes on the treatment of low-paid workers in each of them are given in 
Annex 2. Minimum wage systems do, of course, operate in many other countries. For 
example, several African, Asian and Latin American countries have minima laid down 
by their Governments. This appendix is limited to the countries named above because 
they operate the types of systems which seem most relevant to conditions in the United 
Kingdom. 

3 The basic descriptive material for this appendix was collected by means of a 
detailed questionnaire which was sent to British Labour Attaches accredited to the 
countries concerned. The results obtained are set out on a question-by-quesfion basis 
in paragraphs 4-29. Paragraphs 30-38, which deal with the economic effects of the 
various systems, are based partly on the reports from Labour Attaches and partly on 
the findings of academic studies. 

Practice in France, the Netherlands, Canada and the United States 

Basis of the systems 

4 In all four countries the national minimum wage systems are statutorily based and 
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have operated continuously since their introduction. The French “Salaire Minimum 
Inter-prof essionel Garanti” or S.M.I.G., dates from 1950; the Canada Labour 
(Standards) Code from 1965; and the United States Fair Labor Standards Act from 
1938. The Netherlands minimum was introduced as a national agreement in 1964, and 
given legal force the following year where workers were covered by collective agree- 
ments. It became generally applicable in 1966. A separate minimum for agricultural 
workers in France was 'introduced at the same time as the S.M.I.G., but abolished in 
June 1968 when the S.M.I.G. became applicable to all employment. 

5 The French S.M.I.G. is based on an Act of 1950 which brought all workers within 
its scope. The Netherlands system derives from an Order of the Board of Mediators 
(a semi-independent Government-appointed body which until lately had the power to 
approve or reject collective agreements) and applies to all workers within the age and 
sex limits described in paragraphs 13-14 below. Legislation has however recently been 
enacted which places the minimum wage on a new, and more solid, legal base. The 
Canada Labour (Standards) Code establishes minimum standards for industries coming 
under federal jurisdiction in respect of wages, hours of work, statutory and other 
holidays. These industries include works, undertakings or businesses connecting a 
province with any other province or with another country (e.g., transport and com- 
munications), and also enterprises which, though wholly Within a province, have been 
declared by Parliament to be “for the general advantage of Canada or for the advan- 
tage of two or more of the provinces” (e.g., flour mills). Industries coming under 
provincial jurisdiction are covered separately by provincial minimum wage standards 
which have been in existence for some 50 years. The provincial systems cover all 
employees except domestic servants in private households, farm labourers and profes- 
sional workers. In Prince Edward Island there is no minimum wage provision for 
women. In addition certain provisions have specifically excluded categories, mainly 
amongst state officials. The effect of the Federal Code was to apply a set of minimum 
standards to industries which were not previously covered by provincial legislation. 
Although federal government departments or departmental corporations are not directly 
covered by the Code, the same standards also apply to the public service. Similarly, the 
Fair Wages and Hours of Labour Act, which establishes standards for workers in 
private industry employed on federal government contracts, has been brought into con- 
formity with the Code. 

6 The United States Fair Labor Standards Act, as amended, establishes m inimum 
wages, maximum hours, overtime pay, equal pay, and child labour standards for 
“covered employments” unless a specific exemption applies. “Covered employees” 
include employees individually engaged in inter-state or foreign commerce, or in the 
production of goods for such commerce; employees in certain large enterprises; certain 
retail and service employees; and certain farmworkers. Although the scope of the Act 
has been periodically extended it still does not apply to all employees in the sectors 
now covered. For example, employees of retail and service establishments with ann ual 
turnover of under $250,000 continue to be exempt; so do workers on small farms. 
Executive, administrative and professional and Government employees are excluded. 
In addition to the Federal Act, 38 States, together with Puerto Rico and the District of 
Columbia, have minimum wage laws. Twenty-nine of the States have statutory rate 
laws; others have wage board laws which provide for boards authorised to make recom- 
mendations for wages orders in particular industries or occupations; 11 of the States 
use both systems. Few of the state laws cover all occupations or industries. The 
employee groups most commonly not covered are farm labourers, private household 
workers, outside salesmen, taxi-cab drivers, students working part-time, news boys, 
caddies and theatre ushers. A few laws exclude major industries, particularly those in 
the service category such as hotels, restaurants and the amusement industries. Ten of 
the laws also make exemptions on the basis of the size of the undertaking, ranging 
from the exclusion of establishments with less than two employed in Vermont to less 
than nine in Oklahoma. Twenty-nine state laws now apply to both men and women, 
and most of them also apply to minors. The other nine do not apply to men. Twenty-six 
of the state laws provide for the same rates for young people who work full-time as 
for adults; the others provide for lower rates. All but one of the laws provide for lower 
rates for learners or apprentices, whether they are adults or juveniles. A few States 
exempt older workers from the provisions. 
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Stated purposes of the systems 

7 These can be summarised as follows : 

France: to guarantee to every worker not covered by collective agreements (which 
in France are legally enforceable) a basic minimum sufficient to provide food and 
shelter. 

Netherlands: to protect less well-organised workers and certain groups whose wages 
are too low (e.g., agricultural, domestic workers). 

Canada: to ensure as a matter of right the highest standards for employees within 
Federal jurisdiction that are economically feasible. 

United States: to eliminate conditions detrimental to the maintenance of the 
minimum standard of living necessary for health, efficiency and general well-being 
of workers, without substantially curtailing employment or earning power. 

These purposes have not changed over time, though use has been made of the U.S. 
Fair Labor Standards Act to achieve certain other goals such as equal pay. 

Basis on which the minima are calculated 

8 The Netherlands minimum is defined in terms of earnings per week, month or year 
according to the worker’s conditions of employment. Earnings include all income 
from work excluding overtime, holiday pay, profit-sharing and expenses connected with 
the job. The worker must be in full-time employment for “normal hours”, as fixed by 
his particular collective contract, and must actually work these hours to qualify. 

9 The French S.M.I.G. is an hourly earnings rate for a 40-hour week. Complex rules 
govern its application to pieceworkers, salaried workers, and those receiving regular 
tips. Hours over 40 and up to 48 are paid at time and a quarter, and hours over 48 at 
time and a half. 

10 The following table lists items which may be taken into account in calculating the 
S.M.I.G., and items which are excluded: 

Included in calculating the S.M.I.G. 

Individual or collective piecework bonuses; 

Regular production or productivity bonuses; 

Bonuses considered as disguised allowances such as : 

Allowances for geographical isolation; 

Allowances for working at high altitudes; 

Contractual gratuities such as payment of a 13th month of salary at Christmas; 
Seniority or proficiency bonuses where these constitute an increase of 25 per 
cent on the basic wage. 

Excluded from calculating the S.M.I.G. 

Reimbursement of expenses : 

Transport bonus (in the Paris area); 

Packed meal bonus; 

Tool bonus; 

Clothing bonus; 

Travel bonus. 

Working conditions : 

Danger money; 

Dirt money; 

Cold money; 

Special dockers’ allowances; 

Bonus for working on remote sites; 

Tips and gifts which are uncertain or unforeseeable. 

Bonuses linked to the financial results or the productivity of the firm; 

Seniority or proficiency bonuses which do not constitute a substantial element of 
remuneration. 

11 The national minimum in Canada is applied to wage rates. Canada’s Labour Code 
stipulates “standard hours” of eight per day and 40 per week, and a minimum hourly 
rate applies to hours actually worked up to this limit. An additional eight hours’ over- 
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time per week is allowed at 1^ times the regular wage rate (which may exceed, but 
cannot be less than, the national minimum). In a week where a day’s general holiday 
occurs this premium rate is payable after 32 hours. The premium rate is payable for 
any hours worked in excess of eight in a day, even though the total hours worked in 
the week are less than 40. The following examples, relating to a worker on eight and 
40 hours at $2.00 per hour, illustrate the system: 



Hours worked 





M 


T 


W 


T 


F 


S 


Total 




(a) 


8 


10 


8 


8 


8 


4 


46 


40 h 


Stat 
















(6) 


Hoi 


10 


8 


8 


8 


4 


38 


32 h 


<c) 


9 


10 


8 


6 


0 


0 


33 


30 h 



Pay at $2-00 ph + Time and a half 

@ $2+2 h @ $3 (Tues)+4 h @ $3 (Sat) =$98 
@$2+6h @$3+$16Hol pay=$98 
@ $2+1 h @ $3 (Mon)+2 h @ $3 (Tues)=$69 



12 The United States Federal minimum wage is similarly expressed as an hourly wage 
rate applicable to hours worked up to 40 per week. Hours in excess of 40 must be paid 
at 11 times the employee’s regular rate (which as in Canada may exceed, but cannot be 
less than, the national minimum). (The 40-hour limit will not apply in agriculture, 
where the current level is 42, until 1969.) For pieceworkers the overtime rate is calcu- 
lated at 11 times a notional rate derived by dividing total weekly earnings by total 
hours worked in the week. 



Application to women and juveniles 

13 In France, Canada and the United States a common rate applies to both men and 
women, but the Netherlands minimum applies only to the small minority of the female 
work force who work alongside men on die same job. The new legislation extends the 
cover to all women workers between the ages of 25 and 65 who are employed under a 
contract of employment, thus putting them on the same footing as men. 

14 The Netherlands minimum applies to workers aged 25 years or over, though some 
younger workers who benefited under the 1965 agreement are covered. The French 
S.M.I.G. applies to all workers aged 18 and over. For juveniles the following propor- 
tionate rates are payable : 



14 

15 

16 
17 



years — 50 per cent of the standard rate 
— 60 

» W 99 99 99 99 

99 99 99 99 99 

’> S» J> » JJ 



The Oanadian minimum (currently $1.25) applies at age 17 and over; below this age 
the minimum is currently fixed at $1.00. The U.S. Federal minimum applies to all 
workers in scope but special regulations permit payment of not less than 75 per cent 
of the rate to trainees, and not less than 85 per cent of the rate to full-time college 
students employed in retail or service establishments or agriculture. 



Application to disabled persons 

15 Disabled persons in Netherlands Government centres receive 95 per cent of the 
minimum wage. The new legislation mentioned in paragraph 5 provides that the 
Minister of Social Affairs may fix a lower wage for workers with less than full work- 
ing capacity. In France workers in a firm’s quota of disabled persons can be paid 
10 per cent less than the standard rate, but only where the incapacity is “ma nif est”. 
Canadian and United States legislation provides for lower rates on a permit basis; in 
the U.S.A. the minimum is 75 per cent of the normal rate in private industry, and 
50 per cent of the normal rate in sheltered workshops. 

Part-time workers 

16 Part-time workers are covered in France, Canada and U.S.A. In the Netherlands 
they do not qualify legally, but in practice such workers are guaranteed a pro-rata 
amount. The new legislation provides that part-time workers will be guaranteed a 
proportionately lower minimum wage. 
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Holidays 

17 In the Netherlands and France payment for holidays has to be made on the same 
basis as for working time. In the Netherlands the holiday period varies with the 
collective agreement. The new legislation requires employers to pay a holiday bonus 
equal to not less than 6 per cent of the yearly minimum wage. In France, in addition 
to 11 public holidays, legislation provides for three weeks 5 anuual holiday and 10 
million workers are covered by collective agreements providing four weeks holiday. 
The Canadian Labour Code provides for eight statutory days’ holiday with full normal 
pay, plus two weeks’ paid vacation payable at 4 per cent of the employee’s wage for 
the year. The U.'S. Fair Labor Standards Act does not deal with holiday pay. 

Payments in kind 

18 All four countries make allowance for the value of payments in kind. In the 
Netherlands use is made of conversion scales in the Social Insurance Act. In France 
free meals are assessed as the equivalent of an hour’s pay per meal, and free accom- 
modation at a low rate of 0.15 francs per day or 4.50 francs per month. Board and 
lodging can count as remuneration in Canada, but only up to a limit of 50c. a meal 
or 60c. per day’s lodging. The U.S. Fair Labor Standards Act defines a wage as 
including the reasonable cost to the employer of furnishing employees with board, 
lodging and other facilities if they are customarily so furnished. 

The method of determining and revising the national minimum 

19 At present the Netherlands minimum is determined purely by bargaining and is 
not fixed or revised by reference to any particular indicators. However, under °the new 
legislation to establish a minimum .wage the level will be reviewed on 1st July each 
year on the basis of the changes in wages and prices during the preceding year. To 
establish the changes the index figures for May of each year will be compared and the 
figures for wages and prices will be considered jointly: for example, if wages go up 
5 per cent and prices 3 per cent, the minimum wage will go up 4 per cent. In addition 
the Minister of Social Affairs will consider a special increase in the minimum having 
regard to the “general welfare situation”. This is a device to ensure that the minimum 
wage increases should not be less than those in average wages. Special reviews may 
also be undertaken at any time when there are special circumstances to justify this. 

20 In Canada the initial minimum, which has not been changed, was determined by 
the Government after a Departmental working group had examined the provincial 
minima and the impact various proposed rates would have on federal industries. 
Studies of the effects of the Federal Labour (Standards) Code on such matters as 
direct and indirect costs, employment and productivity are now being undertaken in 
order to develop more refined social and economic criteria for revision of the standards. 
The Canadian Department of Labour considers that the social objectives of minimum 
standards are bound up with their economic implications, and the level at which 
standards are set must largely depend on what is economically practicable. The United 
States Congress relies heavily on the continuous fact-finding studies of Government 
Departments, and frequently holds public hearings at which interested parties and 
persons are invited to testify as to the appropriateness of the minim um wage level. 
The Secretary of Labor is required to submit each yeaT an evaluation and appraisal of 
the system, together with recommendations as appropriate, which take account of 
changes in the cost of living, changes in productivity and the level of wages in manu- 
facturing, the ability of employers to absorb wage increases, and such, other factors 
as seem pertinent. 

21 The French S.M.I.G. may be varied in trwo ways: 

(a) by decree of the Council of Ministers in the light of the economic position, 
trends in national income, and the advice of a joint commission representing 
employers, trade unions and the national family association. 

(b) by ministerial order on the basis of movements in a cost of living index. 
The most recent increase in the S.M.I.G., on 1st June 1968, was the result of negotia- 
tions at the Prime Minister’s conference of 25th-27th May 1968. 

22 The principle of fixing the French S.M.I.G. by a sliding scale linked to the cost 
of living was introduced by law in 1952. In 1957 a specially-devised index representing 

59 



Printed image digitised by the University of Southampton Library Digitisation Unit 



the minimum 'budget of the lowest paid unmarried workman was (introduced. In 1966 
this index gave place to a more representative index reflecting the consumption of a 
working class family. In 1962 the system was modified by the introduction of a new 
element to reflect economic growth, which in that year accounted for three-fifths of 
the increase in the SM. LG. It was omitted during the 1964 wage freeze but reintroduced 
in 1965. 

The levels at which the minima have been fixed 

23 Current minima are as follows: 

Netherlands: 128 guilders per week (approx. £14 14s.) (135 guilders per week 
(£15 11s.) from July 1968). 

France: 3 francs per hour (approx. 5s.). 

Canada: $1.25 per hour (9s. 6d.). 

United States: $1.60 'per hour ($1.15 per hour in agriculture and certain other 
industries) (13s. 4d. or 9s. 7d.). 

Most of the State systems in the United States have lower minima than that guaranteed 
by the Federal law; in Arkansas the State minimum is as low as $1.25 per day. 
Several State guarantees are equivalent to the Federal minimum but only two are higher 
(Alaska ($2.10) and California ($1.65)). None of the provincial systems in Canada has 
a guarantee as high as the Federal minimum. 

24 Increases in the Netherlands minimum have kept it at about 80 per cent of 
average earnings over the past four years. In the early years of the French S.M.I.G. 
the difference between it and unskilled rates was very small, but the gap began to 
widen after 1958 until in July 1967 the current S.M.I.G. was equal to only about two- 
thirds of the average unskilled rate. With the latest major increase in the S.M.I.G. it 
seems likely in future to bear a much closer relationship to average earnings than it 
has in the past. A table showing the relationship of the SM.I.G. to average unskilled 
rates is at the end of this appendix. The Canadian minimum, expressed as a proportion 
of average weekly earnings in industry, fell from 55 per cent at the time of its intro- 
duction in 1965 to 49 per cent in 1967, remaining at $1.25 over the period. Since 1950 
each increase in the United States minimum has brought it up to about 50 per cent of 
average hourly earnings in manufacturing. 

Geographical variations 

25 The Netherlands system provides for joint application by employers and workers 
to the Board of Mediators for a special dispensation covering particular sectors, but 
the facility has not been used very much. The revised system which is being introduced 
is expected to provide for dispensation on the application of the employer only. The 
Canadian and US. Federal codes do not provide for geographical variations. The 
French SjM.I.G. originally provided for separate rates for ill zones but these have 
gradually been abolished, and have now disappeared. 

Social security benefits 

26 The Netherlands, France and Canada all have schemes of Family Allowances. In 
the Netherlands the employer-financed scheme provides 19s. a week for the first child, 
rising to 35s. a week for the eighth and subsequent children. Until the latest major 
increase in the S.M.I.G., French family and rent allowance together often doubled a 
family’s S.M.I.G. income. In the United States aid for the needy is given through 
Federal and local assistance programmes. 

Systems of administration and enforcement 

27 In the Netherlands, the minimum wage has been nominally fixed by a Board of 
Mediators, which until recently had the last word in approving collective contracts but 
has now lost its powers. In 'practice therefore the minimum has been fixed by bargain- 
ing, the Minister giving final approval, and the Board simply issuing the Order. 
Enforcement is undertaken by the Government Wage Inspection Service alongside its 
other duties in enforcing collective contract rates. Because of this dual role, and the 
fact that the Order is widely respected, the cost of enforcement is low. Under the new 
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legislation the worker will have to claim his rights, if necessary, in the courts. There 
are no penalties for employers who fail to comply with the provision. 

28 The French Government, in revising the S.M.I.G., is advised by the joint Commis- 
sion referred to in paragraph 21(a). Enforcement is undertaken by the Ministry of 
Social Affairs inspectorate alongside their many other duties, which include the enforce- 
ment, of labour law concerning working conditions, the employment of women and 
young persons, contracts of apprenticeship, collective agreements and wages, employ- 
ment of foreign workers, trade union membership, and health and safety at work. They 
also serve as arbitrators and counsellors. Infringements are rare, generally because 
workers know of, and insist on, their rights. 

29 Administration and enforcement of the Federal schemes in Canada and the U.S.A. 
is undertaken by the appropriate Government Departments and their regional organ- 
isations. Canada employs a small number of investigators, and spends about $360,000 
a year on enforcement over roughly 3f per cent of the work-force. The U.S. employs 
1,000 investigators but they have a wide range of other duties. 

Economic effects 

30 Chapter 6 of the report includes a reference to the results of academic research 
into the effect the U.S. Federal minimum wage has had on employment. According 
to information received from the Labour Attache there might have been some effect 
on employment in certain areas in the Netherlands if use had not been made of the 
provision to grant dispensations in particular areas or industries. 

31 Rather more information is available about the impact of the minima on wages, 
salaries and differentials. In the Netherlands, normal wages have risen faster than the 
national minimum, but increases in the national minimum, tend to be reflected in 
subsequent collective agreements. 

32 In the case of France and the United States the Working Party was able to con- 
sider the published results of some academic studies. The remainder of this section of 
the appendix contains an outline of these results. 

France 

33 Some information about French experience is given in an article in “International 
Labour Review” for November 1967.* The article, which appears to have been written 
about 1965, is concerned with the problems of the relationship of rates to earnings 
and the merits of central and local bargaining. It points out that whereas a wages policy 
should be concerned with earnings, in practice it has to operate on wage rates. Since it 
is impracticable to determine earnings centrally the policy can only seek to exercise 
indirect control over the gap between wage rates and earnings. 

34 The interesting feature suggested by French experience is that even where a national 
minim um wage applies only to the lowest grades of worker, it may not be possible to 
prevent variations in that minimum from spreading through the entire earnings struc- 
ture. The effect is described in the “International Labour Review” as follows: 

“If a rise in one or more wage rates — for example because the productivity of the 
workers receiving the rate or rates in question has increased or because the demand 
for these workers is greater than the supply — can he expected to cause a general 
rise in wage rates, there are obviously good grounds for assuming that the same 
thing will happen when any part of the wage scale moves upwards for any reason. 
Most of the explanations given in connection with the productivity gains also 
account for the rises in wage scales as a whole that occur when one of the rates 
within the scales get out of step with the others for particular reasons. 

A rise in the cost of living, for example, may make it essential to increase the 
lowest rates in the wage scale. In some countries it is even, either generally or in 
certain industries, a statutory ground for increasing wages below a certain level, 
as in France where the statutory minimum wages for agricultural and non-agricul- 
tural occupations (S.M.A.G. and S.M.I.G. respectively), which set a floor below 
which no workers* earnings may fall, have been pegged f with a time lag of two 
months to the upward movements of the Tetail price index (known as the “179 
items”). J However, any pegging of wages by collective agreement to the movement 
of minimum wages themselves or to movements in any index has been forbidden 
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by law since 1958. Yet despite this ban on the general pegging of wages, in practice 
the wages structure is so inflexible that (as will be seen later) after every increase 
in the non-agricultural minimum wage which to all intents and purposes only 
affects unskilled labourers, the wages of skilled workers have quickly resumed their 
relative position. The ultimate result by and large is therefore the same as if there 
were a general pegging of the entire wage scale. This is brought out clearly by the 
table below, which shows that, in relation to the average earnings of unskilled 
labourers (which are influenced by the minimum wage), differentials have remained 
remarkably constant over the last 15 years”. 



International Labour Review, Nov. 1967, 



* "Wage Determination: Institutional Aspects” by Jean Mouly. 
pp. 497-526. 
t Since 1952. 

L Xt should be noted, however, _ that the tew also makes provision for the raising of minimum wages “in the 
light of general cconomite conditions and the development otf the national income”, in accordance with thk 

i to 0 Y a8C ? ha T becn incp 386 * 1 t&nes independently of any vatiiation in the into 

of the 179 items so as to give the worst -off wage earners the benefit of higher national productivity. 



AVERAGE WAGE RATES FOR MEN, BY OCCUPATIONAL CATEGORY IN 
RELATION TO AVERAGE WAGE RATES FOR COMMON L^Ol^RS flWALE) 
IN AREAS WITHOUT SPECIAL WEIGHTING, IN FRANCE? 194*T TO 1964 ’ 



Year 


Common 

labourer 


Specialised 

labourer 


Semi-skilled 

worker 


Skilled 

worker 


1948 (15 Feb.) 


100 


108 


119 


138 


1949 (1 Jan.) 


100 


108 


119 


143 


1950 


100 


108 


120 


137 


1951 


100 


107 


117 


133 


1952 


100 


108 


118 


135 


1953 


100 


107 


119 


136 


1954 


100 


107 


119 


138 


1955 


100 


106 


117 


135 


1956 


100 


107 


118 


137 


1957 


100 


107 


119 


139 


1958 


100 


108 


119 


139 


1959 


100 


107 


119 


139 


1960 


100 


107 


116 


138 


1961 


100 


107 


119 


139 


1962 


100 


108 


119 


139 


1963 


100 


108 


120 


140 


1964 


100 


107 


120 


140 



Source: Etudes et Conjoncture, No. 8, Aug. 1965, op cit table XIII, p. 34. 



35 It is in fact necessary to exercise a considerable degree of caution in interpreting 
this table. The S.M.I.G. was first introduced in September 1950; from 1952 onwards it 
has been frequently readjusted in line not with the general movement of wage rates or 
earnings but in line with the cost of living. It follows that if S.M.I.G. had been 
.successful in narrowing the dispersion of the wage structure, one would expect to see a 
significant narrowing in 1950 and 1951 compared with earlier years, followed by a 
gradual widening which would probably not lead to a dispersion as great as that 
immediately preceding the introduction of S.M.I.G., unless the adjustments in S.M.I.G. 
in accordance with the cost of living were even less than the adjustments which would 
have occurred in the wage rates concerned as a result simply of bargaining forces. The 
pattern described is exactly what is observed. In 1949, wage rates for skilled workers 
were 43 per cent higher than those for common labourers. By 1951 they were only 33 per 
cent higher, but by 1963 and 1964, the differential had widened again to 40 per cent. 
However, had S.M.I.G. had no significant effect in narrowing the dispersion of wage 
rates it is not clear that we would necessarily expect the picture to be greatly different. 



United States 

36 Studies of the economic effects of the $1.00 national minimum wage were published 
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in “Economica” for May 1960 and “Monthly Labor Review” for May 1958. The main 
findings of these two studies have been summarised as follows; 

In low- wage industries, where a substantial proportion of workers are earning less 
than a given rate, the 'immediate consequence of an increase in the minimum to 
that rate is a heavy concentration of workers at or near the new minimum. 

In the short run, a rise in the legal minimum does not appear to have a sharp 
Impact on the wages of workers already earning the new minimum rate or more. 
The direct effects are typically much more pronounced than the indirect effects. 
Occupational differentials tend to narrow and there is compression in the wage 
distribution. 

Over a period of time, however, assuming that there is no additional increase in 
the legal minimum, occupational differentials tend to be restored and the frequency 
distribution to return to something like its former shape. The time required for 
this process to work itself out seems to vary with the nature of the industry, its 
labor market position, and general economic conditions. In the case of the 
southern sawmilling industry the introduction of the $0.75 minimum rate in 1950 
resulted in substantial contraction in occupational differentials. It took about five 
years for these differentials to return to their 1949 position. When the $1.00 
minimum wage was introduced in 1956, the compression of skill differentials 
recurred. 

37 There are certain significant differences between the American national minimum 
wage in the U.S.A. and any national minimum wage which is likely to be introduced in 
this country. Firstly, although the minimum wage in the U.S.A. in May 1958 was 
about half the average, which in this country would imply a minimum wage of only 
about £10 per week, the dispersion of earnings appears to be considerably wider in the 
U.S.A. than here. Particularly relevant is the fact that in many of the industries most 
affected by the national minimum wage, extremely high proportions of workers, in 
some cases as many as 70 per cent, including a substantial number of men, were earning 
less than the national minimum at the time when it was introduced. There is no industry 
in Great Britain which would be affected to nearly this extent by a minimum hourly 
rate of, for example, 6s. an hour for men and 4s. for women. It would probably require 
the introduction in one stage of a rate of the order of 6s. an hour for both sexes before 
any significant number of industries would be affected, and within these industries it 
would be almost entirely women who would be affected. Hence the adjustments required 
in the American case are of a much greater order of magnitude in the industries most 
affected than any adjustments which would be required here. 

38 Secondly, in many labour market areas which were heavily affected by the intro- 
duction of a national minimum wage, pay in the industries not covered by the national 
minimum was even lower than pay in industries which were covered. The relevant 
indicator for this purpose is the proportion of workers earning less than the minimum 
wage level at the time of its introduction. There are at least two consequences of this 
relationship. Since the national minimum wage affected earnings which were not at the 
very bottom of the earnings distribution, it is hard to draw any useful conclusions from 
the overall behaviour of the dispersion of earnings in the United States after the 
minimum wage was introduced. Also, because of the existence of jobs paid at less than 
the national minimum the effect upon employment might be expected to differ in the 
American case from a case where a universal national minimum wage was introduced, to 
the extent that non-covered industries were able to compete with covered industries. 
Since small firms were not covered and large firms in the same industry were covered 
by the national minimum wage legislation, this may have been of some significance. 

Statutory Wage Regulation 

Although Australia has no national minimum wage as such, its single Federal system 
and six autonomous State systems of compulsory arbitration were greatly influenced in 
their origin and development by the thinking behind the idea of a national minimum. 
The Commonwealth and State arbitration tribunals fix varying minimum weekly wage 
rates for most (but not all) of the Australian workforce. Awards are framed on an 
industry, industry group, occupational or undertaking basis with varying degrees of 
geographical coverage, and are legally binding. The pre-eminence of the Commonwealth 
tribunal has in the past ensured a high degree of uniformity in wage standards, most of 
the State tribunals including a sum akin to the Commonwealth "basic” wage in their 
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awards. This "basic wage” was originally conceived as a minimum wage for the lowest 
grade of unskilled adult male, determined by reference to the basic needs of the average 
family unit. Until 1967, when the Federal “basic wage” was discarded, it was however 
supplemented by a “margin” for skill which varied with occupation, and with the 
passing of time fewer and fewer workers received only the “basic” wage though it 
remained a major constituent of total wages. In July 1966 a decision of the Common- 
wealth tribunal (the “Conciliation and Arbitration Commission”) established a minimum 
weekly wage (varying slightly by State) for all workers in the metal trades and the 
following year the Federal decision for the industry was expressed as a “total wage” 
without reference to basic wage and margins. At present however most State tribunals 
still fix minima in the form of a basic wage plus varying margins, and as yet the new 
“minimum wage” provision has featured in relatively few Federal awards and in even 
fewer State awards. The achievement of even a moderately wide application of the 
“minimum wage” concept will be a slow process. The Commonwealth Government has 
no direct powers to hasten and it remains to be seen how the Commonwealth Concilia- 
tion and Arbitration Commission will develop the new flat minimum in future. 

PRACTICE IN OTHER WESTERN COUNTRIES WITHOUT A NATIONAL MINIMUM 

1 . In the Federal Republic of Germany, a law dating from 1952 enables a statutory 
minimum wage to be prescribed in a specific trade or industry if wages are low and 
employers or workers are inadequately organised. There is no recorded instance of this 
power having yet been used; all classes of worker have benefited from the combination 
of powerful trade unions and (until fairly recently) an acute shortage of labour, and in 
any case a national minimum would be out of place because of the strong regional 
element in collective bargaining. 

2 Since 1960 Italy has attempted to establish minimum rates by issuing decrees giving 
legal force to voluntary collective agreements for industries or geographical sectors 
thereof. 

3 Low-paid workers have been well-protected by collective bargaining in Denmark, 
Norway and Sweden. The latest central “frame” agreements in the three countries all 
provided extra compensation for such workers though the treatment varied slightly. In 
Denmark the agreement raised the average wages of workers paid less than a selected 
figure up to that amount; in Norway it gave workers varying amounts if their earnings 
were below average for their industry; in Sweden the extra compensation went to all 
workers (including white collar workers) who did not benefit from wage drift. Although 
these various arrangements have not satisfied all the parties, new arrangements to help 
the low paid are almost certain to rest on negotiation, not legislation. 
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FRANCE: S.M.I.G. rates (francs) 
Highest paid zone 



Date 


S.M.I.G. hourly 
rates 


Average unskilled 
rates 


Men 


Women 


1st September 1950 


0*78 


0*83 


0*80 


1st April 1951 


0*87 


0*91 


0*88 


16th June 1951 


0*87 


0*99 


0*93 


10th September 1951 


1 


1*09 


1*03 


8th February 1954 


1*15 


1*23 


1*14 


11th October 1954 


1*2150 


1*28 


1*20 


4th April 1955 


1*26 


1*33 


1*26 


1st April 1956 


1-26 


1*44 


1*35 


1st August 1957 


1*3345 


1*62 


1*46 


1st January 1958 


1*3920 


1*74 


1*56 


1st March 1958 


1*4480 


1*80 


1*62 


1st June 1958 


1*4925 


1*85 


1*66 


1st February 1959 


1*56 


1*89 


1*69 


1st November 1959 


1*6015 


1*98 


1*77 


1st October 1960 


1*6385 


2*11 


1*91 


1st December 1961 


1*6865 


2*32 


2*09 


1st June 1962 


1*7280 


2*41 


2*19 


1st November 1962 


1*8060 


2*48 


2*23 


1st January 1963 


1*8060 


2*53 


2*30 


1st July 1963 


1*8820 


2*63 


2*38 


1st October 1964 


1*9295 


2*85 


2*59 


1st March 1965 


1*9680 


2*93 


2*67 


1st September 1965 


2*0075 


3*02 


2*75 


1st March 1966 


2*05 


3*09 


2*84 


1st October 1966 


2*10 


3*17 


2*92 


1st January 1967 


2*10 


3*21 


2*96 


1st July 1967 


2*15 


3*32 


3*07 


1st January 1968 


2*22 


— 


— 


1st June 1968 


3*00* 







* Note: Zoning was abolished on 1st June 1968. 
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APPENDIX II 

Remuneration in Industries covered by Wages Councils and Agricultural Wages 

Boards 

MINIMUM WAGE RATES: (JUNE 1968) 



(a) Wages Councils 



This list shows the lowest rates for adults given in wages regulation orders. It is no guide to wages levels in the 
trades concerned, which may be covered by more favourable voluntary agreements. In some trades, moreover 
there may be few workers in the category to which the lowest rate applies. Generally, the rates apply to men aged 
or over and women agea 18 or over — see Note 2. Where two or three hourly rates are shown together, thev 
f. 1 * 5r ? nt areas, only one corresponding weekly rate is quoted, that related to the hourly rate in the centre 
column ol the hourly rate section. Rates proposed but not yet effective are in brackets. Where an order gives weeklv 
shown 1 in y Note r i y ratCS have been calculated to the nearest farthing. Symbols used in the Notes column are as 

1 D Deduction to be made where board, lodging, meals, etc., supplied. 

Guaranteed weekly remuneration is payable in certain circumstances. 

Varying basis of hours: certain workers in undertakings with a seven-day licence open seven days a 
week — 44; m cooked food shops — 43 ; otherwise — 42. 

Weekly rates only A . . .. . „ 

Weekly and hourly rates / glven 111 the order. (Other orders give hourly rates only.) 

sbo f wn * f °r e ™' e ; b >' : “19f” rate applies to females at age 19, males following the normal 
rule i.e. 21 ; 22 — rate applies to both sexes at age 22. 



D 

G 

V 

W 

WH 



Wages Council 



Notes 


Hrs. 


GWI9f 


42§ 


WH19f 


424 


GW2If 


40 




42 


GW21f 


41 


19f 


40 




41 


G21f 


42 




40 




41 


21 f 


40 


nv 


40 


t 


40 


W19m 


41 


W19f 


42 




41 




40 


GW22 


42 


W 


40 




40 


DGW 


42 


W19m 


42 


21 f 


40 




45 


GW19f 


42 


DGW 


44 


DGW21f 


46 


WH 


44 




41 


W21f 


42 


W 


42 




42 


W 


40 


W 


40 


21 f 


40 


GW21f 


40 




40 


WH 


40 



Male Workers 



s. d. 



Hourly 

| 


Weekly 


s. d. 


s. d. 


s. d. 


4 iii 




210 0 


4 14 


4 101 


209 10 


■ 5 0 


4 11 


200 0 


4 11 




206 6 


5 21 




213 6 


5 Si 




218 4 


4 10i 




199 0 


4 4| 




183 9 


5 0| 




201 8 


4 3 




174 3 


5 1 




203 4 


4 Ilf 




199 2 


(5 3|) 




(212 6) 


4 Ilf 




199 2 


4 10 




198 I 


(5 01) 




(205 7) 


4 8} 




198 6 


5 0 




205 0 


5 5 




216 8 


4 91 


CO 


200 0 


4 91 




190 10 


5 51 




217 6 


4 7| 




195 6 


4 71 




194 7 


5 14 




205 0 


(5 6) 




(220 0) 


4 6 




189 0 


(4 Si) 




(197 9) 


4 3 




187 0 


4 61 


4 51 


208 6 


4 91 




198 0 


4 9 




194 9 


5 5f 


5 51 


230 6 


5 21 




218 0 


5 0 




210 0 


5 3f 




212 6 


5 31 




212 6 


5 6 




220 0 


5 51 




217 8 


5 11 




205 0 


5 31 


5 2 


211 8 



Female Workers 



s. d. 



Hourly 



s. 


d. 


s. 


d. 


s. 


d. 


3 


n 






155 


0 


3 


n 


3 


6f 


154 


li 


3 


H 


3 


n 


148 


4 


3 


6 






147 


0 


3 


9 






153 


6 


3 


94 






151 


8 


3 


10} 






159 


9 


3 


7 






150 


6 


3 


9 






150 


0 


3 


7 


3 


6i 


146 


11 


3 


8 




146 


8 


3 


6 


3 


34 


140 


0 


(3 


9) 


(3 


m 


(150 


0) 


3 


6 


3 


4f 


140 


0 


3 


3 






133 


5 


(3 


4}) 






(139 


5) 


3 


4 






140 


0 


3 


11 






160 


7 


3 


6 






140 


0 



Weekly 



Aerated Water (Scot.) 
Baking (E. & W.) 

Boot & Floor Polish 
Boot & Shoe Repairing 
Brush & Broom 
Button Manufacturing 
Coffin Furniture & 
Cerement-making 
Corset 

Cotton Waste Reclamati 
Cutlery 

Dressmaking & Women's 
Light Clothing (E. & W.] 
Dressmaking & Women’s 
Light Clothing (Scot.) 
Flax & Hemp 

Fur 

General Waste Materials 
Reclamation 
Hair, Bass & Fibre 
Hairdressing Undertaking 
Hat, Cap & Millinery 
Hollow-ware 
Industrial & Staff 
Canteen Undertakings 
Jute 

Keg & Drum 

Lace Finishing 
Laundry 

Licensed Non-residential 
Estab. 

Licensed Residential Estab 
& Licensed Restaurant 
Linen & Cotton Handk. 

& Household Goods, etc. 
Made-up Textiles 
Milk Distributive (E. &W.) 
Milk Distributive (Scot.) 
Ostrich & Fancy Feather 
& Art Flower 
Paper Bag 
Paper Box 

Perambulator & Invalid 
Carriage 

Pin, Hook & Eye, & 

Snap Fastener 
Ready-made & Wholesale 
Bespoke Tailoring 
Retail Bespoke 
Tailoring (E. & W.) 



5 Oi 



3 9 



3 Si 
(3 Hi) 
3 8 



4 IOJ 



4 Si 



7 



5 7 



3 Sf 



3 7} 



l* 

6i 

6 } 



3 5 



3 6| 



4 Si 



3 2} 
3 10J 
(4 2i) 

2 4 

3 Si 
(3 7« 
3 2f 

3 61 

3 3 

3 6i 

4 4 
3 11} 

3 5 

3 101 

3 101 

4 0 

4 6 
3 iii 
3 111 



3 5i 



4 31 



3 11 



152 0 
146 8 
180 10 
149 6 

135 7 
155 0 
(167 6) 
105 0 

144 4 
(152 3) 

140 0 

161 6 
135 3 

145 2 
182 0 
167 0 
143 6 

155 10 
154 2 
160 0 

180 0 

158 4 

158 4 



women s rate applies m all areas. 

t The highest women’s rate applies in all areas to the Wholesale Manufacturing Branch only. 
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Male Workers 


Female Workers 


Wages Council 


Notes 


Hrs. 




Hourly 




i 


Weekly 


Hourly 


Weekly 








s. 


d. 


S. 


d. 


s. 


d. 


s. d. 


s. 


d. 


s. d. 


s. 


d. 


s. d. 


Retail Bespoke 


WH 


40 






5 


1 


5 


0 


203 


4 






3 10* 


3 


9* 


154 


2 


Tailoring (Scot.) 
Retail Bookselling & 


GW22 


42 


5 


2* 


5 


0k 


4 


8* 


210 


6 


3 


11 


3 


158 


6 


3 9* 


6* 


Stationery 

Retail Bread & Flour 


DGW22 


42 


5 


2k 


5 


Of 


4 


9* 


212 


6 


4 


0 


3 


162 


0 


3 10* 


7* 


Confectionery (E. & W.) 
Retail Bread & Flour 


GW22 


42 






5 


0 


4 


8* 


210 


0 






3 


3 9* 


7* 


159 


0 


Confectionery (Scot.) 


DGW22 


42 
























Retail Drapery, 9 


5 


31 


5 


1* 


4 lOf 


215 


6 


4 


0* 


3 10* 


3 


n 


163 


0 


Outfitting & Footwear 


DGWV22 


42 


(5 




(5 


4*) 


(5 


If) 


(226 


0) 


(4 


21)' 


(4 1*) 


(3 10*) 


(172 


6) 


Retail Food (E. & W.) 


5 


2* 


5 


0 


4 


y* 


210 


0 


3 10! 


3 9 


3 


6* 


157 


0 


Retail Food (Scot.) 


GW22 


42 






5 


If 


4 


10 


216 


0 






3 10* 


3 


7* 


162 


0 


Retail Furnishing & 


DGW22 


42 


5 


n 


5 


0! 


4 


8* 


212 


6 


3 


Hf 


3 10* 


3 


7* 


162 


6 


Allied Trades 
Retail News, Tobacco & 


GW23 


42 


5 


o.v 


4 


11 


4 


8i 


206 


6 


3 


3 


153 


0 


9* 


3 7J 


5* 


Confectionery (B. ic W.) 
Retail News, Tobacco & 


GW22 


42 






4 


9 


4 


7 


199 


6 




3 


147 


6 




3 6* 


4* 


Confectionery (Scot.) 
Road Haulage 


GW 


40 


5 


4| 


5 


3f 






212 


6 
















Rope, Twine & Net 




40 






5 


0t 






201 


8 






3 9* 






151 


8 


Rubber Proofed Garment 


GW21f 


40 






4 10* 






194 


6 






3 lOf 






155 


7 


Making 


































Sack & Bag 




42 






4 


4 






182 


0 






3 2* 






134 


9 






(41) 








7) 






(187 


11) 






(3 5) 






(140 


1) 


Shirtmaking 




40 






5 


1 






203 


4 






3 9 






150 


0 




GW21f 








(5 


5) 






(216 


8) 






(4 0) 






(160 


0) 


Stamped or Pressed 


40 






5 


4* 






214 


0 






4 9 






190 


3 


Metal-Wares 




































Toy Manufacturing 


20f 


40 






4 10f 






195 


10 






3 10J 






155 


10 


Unlicensed Place of 


DG21f 


44 


4 


S 


4 


6* 


4 


5 


199 


10 


3 


7 


3 5* 


3 


4 


152 


2 


Refreshment 


































Wholesale Mantle & 




40 






4 


101- 






195 


0 






3 9* 






151 


8 


Costume 










(5 


li) 






(205 


0) 






(3 U*) 






(158 


4) 



(b) Agriculture 



England and Wales 



Class of Worker 


Minimum Weekly Rates of Wages 


Men, 20 years and over 


s. d. 


Craftsmen, after three years* apprenticeship 


254 0 


Other workers 


231 0 


Women, 20 years and over 




Female craftsmen, after three years’ apprenticeship 


191 0 


Other workers 


173 6 



Note: The rates became operative from 5th February 1968. They apply to normal hours of 
44 per week exclusive of mealtimes. 

Scotland 



Class of Worker 



Minimum Weekly Rates of Wages 
s. d. 



Men, 20 years and over (employed by the week or 
longer period) 

General workers 

Shepherds (in charge of a breeding or hill stock) and 
grieves 

Other shepherds and stockmen 
Horsemen and tractormen 



231 6 

265 6 
260 6 
247 3 



Women, 21 years and over (employed by the week or 
longer period) 

General workers 

Stockwomen, poultry women and dairymaids 
Horsewomen and tractorwomen 



176 

200 

190 



3 

9 

6 



Note: The rates became operative from 4th September 1967. 

Hours of work vary. For general workers the normal weekly hours are 45 from the second Sunday in February 
to the second Sunday in November and 41 for the rest of the year. 
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APPENDIX III 

The Effect of Social Security Contributions and Benefits on the Disposable 
Incomes of Families of Men in Employment 

The disposable income of families of men in employment may be increased by the 
value of family allowances, welfare foods and milk, school meals and rent and rate 
rebate schemes, and reduced by national insurance contributions and direct taxation 
(if any). The effects of these benefits on the income of families of men earning £11, 
£13, and £15 a week are shown in tables below. The calculations are based on current 
rates of tax and the scales of family allowances and rate rebate applicable from 
October 1968. Rent rebates are not universal but are allowed to 'local authority tenants 
at the discretion of the local authority; the allowance made here is on the basis of the 
model scheme recommended by Ministry of Housing and Local Government. 



MAN EARNING £11 A WEEK 

Standard Rent £2 a Week (Minimum Rent £1 a Week) Plus Rates £30 a Year 





Married 

couple 


Married 
couple with 
child under 
5 


Married 
couple with 
one child 
under 5 and 
one child 
5-10 


Married 
couple 
with one 
child under 
5, one child 
5-10 and 
one 11-15 


Married 
couple with 
2 children 
under 5, 
one 5-10 
and one 
11-15 




£ s. d. 


£ s. d. 


£ s. d. 


£ s. d. 


£ s. d. 


WAGE 
Less NT 


11 0 0 


11 0 0 


11 0 0 


11 0 0 


11 0 0 


Contribution 
Less Tax 


18 10 
8 3 


18 10 


18 10 


18 10 


18 10 


NET WAGE 


9 12 11 


10 1 2 


10 1 2 


10 1 2 


10 1 2 


Plus 












Family Allowance 
Free school meals 
Free/reduced price 


— 


- 


18 10 
5 9 


1 18 0 
11 6 


2 18 0 
11 6 


welfare milk 


— 


6 n 


6 n 


6 n 


12 3 


Rate rebate 


5 9 


5 9 


5 9 


5 9 


5 9 


Rent rebate 


10 0 


13 4 


16 8 


1 0 0 


1 0 0 


Net Disposable 












Income 


10 8 8 


11 6 4t 


12 13 5£ 


14 2 61- 


15 8 8 
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MAN EARNING £13 A WEEK 

Standard Rent £2 a Week (Minimum Rent £1 a Week) Plus Rates £30 a Year 





Married 

couple 


Married 
couple with 
child under 
5 


Married 
couple with 
one child 
under 5 and 
one child 
5-10 


Married 
couple with 
one child 
under 5, one 
child 5-10 
and one 
11-15 


Married 
couple with 
2 children 
under 5, 
one 5-10 
and one 
11-15 




£ s. d. 


£ s. d. 


£ s. d. 


£ s. d. 


£ s. d. 


WAGE 


13 0 0 


13 0 0 


13 0 0 


13 0 0 


13 0 0 


Less NI 












Contribution 


1 0 8 


1 0 8 


1 0 8 


1 0 8 


1 0 8 


Less Tax 


17 7 


5 5 


2 7 


— 


— 


NET WAGE 


11 1 9 


11 13 11 


11 16 9 


11 19 4 


11 19 4 


Plus 












Family Allowance 


— 


— 


18 0 


1 18 0 


2 18 0 


Free school meals 


— 


— 


5 9 


11 6 


11 6 


Free/reduced price 












welfare milk 


— 


6 1| 


6 1| 


6 1| 


12 3 


Rate rebate 


— . 


5 9 


5 9 


5 9 


5 9 


Rent rebate 


3 4 


6 8 


10 0 


13 4 


16 8 


Net Disposable 












Income 


11 5 1 


12 12 5* 


14 2 4\ 


15 14 OJ 


17 3 6 



MAN EARNING £15 A WEEK 

Standard Rent £2 a Week (Minimum Rent £1 a Week) Plus Rates £30 a Year 




APPENDIX IV 



Distribution of Earnings 

This Appendix gives distributions of employees according to the amounts of their 
weekly earnings and numbers of hours worked. Table 1 (page 70) is based on infor- 
mation obtained in the Family Expenditure Survey 1967 about the normal weekly 
earnings of members of the 7,400 cooperating households who were at work at the 
time the households were surveyed. Those who normally worked for 10 hours a week 
or less and members of H.M. Forces are excluded (e.f. Tables 32 and 33 of the pub- 
lished Report on the Family Expenditure Survey for 1967). Table 2 (page 71) for men, 
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°\ “onnation obtained in the Survey 

cooperated. In the tables, actual earnings (whfc^mav a ” d about 3 * 3 » 

m a particular week of full-time manual workers n * * j ^ eer ! aj ^ Ilorma 0 received 
hour, they worked in that „"wtog Z tiZZ‘ fa*'! ‘‘ » *>. actuaI ™»*e, of 
eammgs recorded may relate to hours worked in a nr JSv payme . nt m . some cases, the 
m the extremes of the distributions mav well J “ 1 ,? ™ Weekj and so some entries 
is limited to those manual workers including «hnn n° U - S ’* f OVer f ge ^iese Tables 
were recorded. Tables 4 and 5 foaee??^ stants whom hours worked 

and hours for full-time men toii+i™ 73 * 74 ) sinuilarly give distributions of earnings 

small pilot earnings survey to stptemb^W^ftlT I'™® . obtatoed f ™» « 
weekly-paid men and womL^ho we” Si j fora MI a ; atni ? gs of MUme 

and earnings were recorded; some non-manual workere me tachfdS 1 S?* om ,J oth h «® 
Of this pilot survey was to test the survey procedures mther ^ purpo£e 

uve data, it was limited to a small nu£C «9 ^l“ f to 1 °o ( S m p rei, , reSen,a - 
Exchange areas in Great Britain). Conseauentlv nlthnLu lu f 1 ’?°° Employment 
generally in line with those obtained frnn ttI m n US ^ j^ ese distributions are 
used by the Working Pa^ to pmvide ^ Z i Exp ^ diture aud were 

hourly earnings, too weight / 2®?“? of low w ^kly ^ 

Tabl^. They will be superseded shortly ^b^lhe muTmL ' Shf these 

will become available from the full sc^rve^X^^^^ ^ich 

TABLE 1 

DISTRIBUTION OF WRMAL AT WORK (i) 




£ 12*51 

£ 11*82 



£18*72 

£17*30 



W SS stop “ d P “°“ ° 0mMy W “ k for 10 “»» “ '«> week. 

83 ” a — *— ■* 



£6*25 

£5*94 



£5*47 

£5*J1 
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TABLE 2 

THE RELATIONSHIP BETWEEN EARNINGS AND HOURS IN THE 1966 FAMILY EXPENDITURE SURVEY 

Full-time Men — Manual Workers Including Shop Assistants 





Total 
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NEW EARNINGS PILOT SURVEY— SEPTEMBER 1967 

Distribution of numbers in the sample by ranges of weekly earnings and ranges of hours worked 
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NEW EARNINGS PILOT SURVEY— SEPTEMBER 1967 

Distribution of numbers in the sample by ranges of weekly earnings and ranges of hours worked 

WOMEN— FULL-TIME AND PART-TIME 
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APPENDIX ¥ 



Industries with lower paid workers 

The following two tables are reproduced from an article, “Which are the lower paid 
workers?” by Mrs. Judith. Marquand in the “British Journal of Industrial Relations”, 
Volume V. They are based on information obtained from a survey of the distribution 
of earnings of adult manual workers carried out by the Ministry of Labour in October 
1960, the results of which were published in the “Ministry of Labour Gazette” for 
April 1961 and June 1961. The survey covered manufacturing, mining and quarrying 
(excluding coal mining), construction, gas, electricity and water, transport and com- 
munication (excluding railways, London Transport and British Road Services), public 
administration, and certain miscellaneous services. The Survey covered men over 21 and 
women over 18 who worked more than 30 hours a week. The figures quoted relate only 
to adult men. 



TABLE 1 



Industries with Lower Paid Workers* 

Sources: “Ministry of Labour Gazette,” April 1961, March 1966 





Minimum List Heading 


Weekly 

earnings, October 
1960 

1/10 of adult 
male manual 
workers were 
earning not 
more than 


Average 
hours 
worked, 
all male 
manual 
workers 
October 
1960 


Estimated 
hourly 
earnings 
at lowest 
decile, 
October 
1960 


Employment 
(all male 
workers, 
manual and 
non-manual) 
June 1965 


Wages 

Councils 

* 


422 


Made-up textiles 


s. d. 
164 1 


46-3 


s. 

3*54 


000s. 

9*4 


* 


445 


Dresses, etc. 


168 8 


44-4 


3-79 


14*2 


* 


901 


National Government 


168 il 


45-0 


3*75 


366*5 




449 


Other dress Industries 


171 8 


45-4 


3-78 


8*6 


* 


415 


Jute 


172 6 


47-8 


3*60 


8-9 


* 


444 


Overalls, etc. 


174 0 


46-0 


3-78 


6*2 


* 


413 


Cotton weaving, etc. 


174 5 


45-7 


3-81 


41*2 




412 


Cotton spinning, etc. 


175 2 


47-3 


3-70 


40*1 




432 


Leather goods 


175 3 


45-9 


3-81 


9*0 




446 


Hats, etc. 


176 8 


43-5 


4-06 


4-0 


* 


421 


Nattow fabrics 


178 0 


47-9 


3-71 


8-0 


* 


441 


Weather proof 


178 6 


46-6 


3-83 


7*0 


* 


885 


Laundries 


179 9 


48-8 


3-68 


30*9 




414 


Woollens, etc. 


179 11 


50-1 


3-59 


84*2 




906 


Local Government 


180 1 


45-8 


3-93 


571*8 




888 


Repair of footwear 


180 3 


45-6 


3-95 


•10*5 




239 


Other drink Industries 


181 4 


48-6 


3-73 


40*6 




416 


Rope, etc. 


181 6 


51-0 


3*55 


4*6 




886 


Dry cleaning, etc. 


181 10 


48-5 


3-75 


12*5 




418 


Lace 


182 10 


46-1 


3-96 


3-7 




274 


Paint, etc. 


182 10 


46-4 


3-94 


33*8 




493 


Brushes, etc. 


183 0 


45-5 


4-03 


7*2 




887 

442 


Motor repairers, 
garages, etc. 
Men’s, etc., outwear 


183 1 

183 11 


46-1 

44-0 


3- 97 

4- 18 


349*5 

31*0 


* 


342 


Ordnance, etc. ' 


184 6 


45-0 


4-10 


20*0 




214 


Bacon curing, etc. 


184 7 


48-5 


3-80 


42-0 




471 


Timber 


185 8 


47-9 


3-87 


85*8 




102 


Stone, etc., mining 


186 1 


52-5 


3-85 


26*7 




231 


Brewing, etc. 


187 4 


48-0 


3-90 


78*0 




331 


Agricultural machinery 


188 0 


45-5 


4-13 


38*5 




215 


Milk products 


188 11 


50-4 


3-74 


23-9 




370-2 


Marine engineering 


189 2 


47-1 


4-01 


48*8 






All manufacturing 
industries 

All industries covered 

All manufacturing 
industries 

All industries covered 


208 0 
200 0 

Median 

weekly earnings 

297 2 
283 4 


47- 4 

48- 0 


4-39 

4*02 







* Industries comprising the lowest quartile of all industries covered when ranked according to the level of 
earnings received by the worker at the lowest decile (quartiles and deciles are defined in Appendix V ). 
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TABLE 2 



Better paid Industries which include relatively 
large numbers of lower paid workersf 





Minimum list heading 


Number of full- 
returns Octobe 


time men on the 
r 1960 earning: 


Less than £9 
per week 


Less than £10 
per week 


906 


Local Government* 


22,231 


94,763 


500 


Construction 


14,683 


34,326 


901 


National Government* 


11.081 


23,127 


370-1 


Shipbuilding 


5,604 


13,202 


414 


Woollens, etc.* 


5,577 


10,428 


413 


Cotton weaving, etc.* 


4,715 


6,613 


887 


Motor repairs, etc.* 


4,602 


10,733 


339 


Other machinery 


3,499 


7,635 


412 


Cotton spinning, etc.* 


3,432 


6,473 


370-2 


Marine engineering* 


3,353 


7,224 


399 


Other metal industries 


2,798 


7,805 


703 


Road haulage 


2,639 


5,858 


702 


Road passenger transport 


2,636 


10,690 


471 


Timber* 


2,556 


6,129 


423 


Textile finishing 


2,273 


5,020 


231 


Brewing, etc. 


2,099 


7,770 


383 


Aircraft 


2,068 


4,826 


101 


Coalmining (Day Wage Men) 1 


— 


21,716 


602 


Electricity 


465 


7,938 


601 


Gas 


545 


6,609 


311 


Iron and steel 


1,899 


5,080 



* Indicates that the industry is listed as low paid in Table 1. 

1 From the Ministry of Labour Gazette, June 1961. 

t Industries covered by survey with more than 2,000 men earning less than £9 per week or with more than|5,000 
men earning less than £1 0 per week in October 1960. , 
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APPENDIX VI 



Earnings in particular occupations 

Information from some recent surveys 

A compact way of presenting the distribution of earnings is to give the median, quartiles and 
lowest decile of the distribution. These are defined as follows: 

The median is the level of earnings such that 50 per cent of the employees earn less and 
50 per cent earn more. 

The lower quartile is such that 25 per cent earn less and 75 per cent earn more. The upper 
quartile is such that 75 per cent earn less and 25 per cent earn more. 

The lowest decile is such that 10 per cent earn less and 90 per cent earn more. 





Minimum 
at time 
of survey 


Estimated 

number 


Lower 

decile 


Lower 

quartile 


Median 


Upper 

quartile 


FULL-TIME MANUAL MEN 

All full-time manual men (F.E.S., 1966) 


£ s. 




£ s. 
13 0 


£ s. 
15 14 


£ s* 
19 0 


£ s. 
22 18 


Agricultural Workers (Jan.-Sept. 1966 average) 
Hired general farm workers (England and 
Wales) 


10 10 


85,300 


L 


11 10 


13 2 


15 5 


Local Authorities (October 1966) 

Manual workers, England and Wales, 30 or 
more hours 


11 11 


245,200 


12 3 


13 1 


15 2 


17 19 


National Health Service (October 1966) 

Manual workers, England and Wales, 30 or 
more hours 


11 7 


64,500 


12 8 


13 14 


15 19 


18 13 


Gas Supply (October 1966) 
All manual workers (G.B.) 
Labourers only 


ii 13 


55,900 

6,900 


14 12 
12 9 


16 18 
14 6 


19 7 
17 2 


22 2 
20 5 


Water Supply (October 1966) 

All manual workers (England and Wales) 
Labourers only 


12 7 


23,900 

3,800 


13 9 
12 14 


14 17 
13 6 


17 5 
14 19 


20 14 
17 7 


MALE SALES ASSISTANTS 
Men sales assistants and cashiers, retail drapery, 
October 1966 


10 8 


11,300 


11 13 


13 6 


15 8 


17 19 


MALE CLERKS 

All full-time clerical men (F.E.S. 1966) 


— 




13 10 


16 10 


20 2 


23 12 


Clerks in Engineering (June 1967) 

All men clerks 

Those with only routine responsibility 


10~~ 13 


186,600 

53,800 


14 17 
13 13 


16 T9 
15 5 


19 1 
17 9 


23 5 
19 8 


All clerks (I.O.M., March 1966) 
Lowest grade 
Highest grade 






— 


12 4 
19 14 


14 4 
21 19 


17 7 
24 18 


FEMALE CLERKS 

All full-time clerical women (F.E.S., 1966) 


— 




8 8 


9 10 


11 8 


14 4 


Clerks in Engineering (June 1967) 

All women clerks 

Those with only routine responsibility 


r* 6 


214,700 

118,400 


8 19 
8 7 


9 19 
9 9 


11 4 
10 10 


12 11 
11 15 


All Clerks and Typists (I.O.M., March 1966) 
Lowest grade 
Highest grade 







— 


8 1 
14 18 


9 9 
17 0 


10 18 
19 17 


WOMEN SALES ASSISTANTS 
Women sales assistants and cashiers, retail 
drapery, October 1966 


7 15 

(42 hours 


52,600 


7 13 


8 4 


9 1 


10 12 


(Aged 22 and over, normally working 34 
hours or more, who worked at least 30 hours 
in week of enquiry) 













Sources: . . „ , , , , 

N.B.P.I. Report No. 25— Pay of Workers in Agriculture m England and Wales. 

N.B.P.I. Report No. 27 (Supplement)— Pay of Workers in the Retail Drapery, Outfitting and Footwear Trades 
(Statistical Supplement). 

N.B.P.I Report No 29 (Supplement)— The Pay and Conditions of Manual Workers in Local Authorities, the 
National Health Service, gas and water supply (Statistical Supplement). 

N.B.P.I. Report No. 49— Pay and Conditions of Service of Engineering Workers. 

The Institute of Office Management — Clerical Salaries Analysis, copyright 1966. 
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APPENDIX VII 



Income fey Family Size and Composition 

The tables below provide the basis of the information given in paragraph 66 about the 
income of households of various compositions, and show separate analyses for house- 
holds with and without workers. In this context a worker is a person who is normally 
gainfully employed for more than ten hours a week as an employee, or who is an 
employer or self-employed person. 



HOUSEHOLDS IN THE 1966 FAMILY EXPENDITURE SURVEY 

Households with no workers 



Household Composition 




Weekly In< 


:omes of E 


lousehold in 1966 


Under 

£6 


£6 and 
under 
£10 


£10 and 
under 
£15 


£15 and 
under 
£20 


£20 and 
over 


Total 


1 man 


20 


16 


8 





3 


47 


1 woman 


114 


80 


14 


5 


11 


224 


1 man, 1 woman 


4 


115 


67 


25 


26 


237 


1 man, 1 woman, 1 child 





1 


1 


1 




3 


1 man, 1 woman, 2 children 


— 


. 










1 man, 1 woman, 3 children 


— 


— 


1 


.. t 


1 


2 


1 man, 1 woman, 4 or more 














children 


— 













3 adults 


— 


_ 


7 


4 


5 


16 


3 adults, 1 or more children 


— 


1 




1 




2 


4 adults 









1 


i 


JLi 

9 


Other, no children 





6 


6 


1 


4 


jL 

1 7 


Other, with children 


— 


7 


15 


4 


1 


27 


Total 


138 


226 


119 


42 


52 


577 



Households with workers 



Household Composition 



1 man 
1 woman 
1 man, 1 woman 
1 man, 1 woman, 1 child 
1 man, 1 woman, 2 children 
1 man, I woman, 3 children 
1 man, 1 woman, 4 or more 
children 
3 adults 

3 adults, 1 or more children 

4 Adults 

Other, no children 
Other, with children 



Total 





Weekly ] 


ncome of Household 


in 1966 




Under 


£6 and 


£10 and 


£15 and 






under 


under 


under 


£20 and 


Total 


£6 


£10 


£15 


£20 


over 


2 


2 


13 


18 


27 


62 


3 


38 


49 


17 


19 


126 


— 


10 


81 


121 


461 


673 


— 


4 


16 


69 


249 


338 


— 





15 


57 


273 


345 


~ 




4 


16 


119 


139 


— 


— 


5 


17 


76 


98 


— 


" 


2 


23 


290 


315 


— 


— 


1 


12 


240 


253 




— 


— 


— 


116 


116 


— 


2 


13 


15 


57 


87 




3 


5 


9 


128 


145 


5 


59 


204 


374 


2,055 


2,697 



78 



Printed image digitised by the University of Southampton Library Digitisation Unit 



APPENDIX Vffl 

Average Normal Weekly Hours for Manual Workers 

June 1968 



Bricks, pottery, 
glass, 

cement, etc. 


40-7 


Miscellaneous 

services 


42-5 


Clothing 

and 

footwear 


40-0 


Professional 
services 
and public 
administration 


40-0 


Leather, 
leather goods 
and fur 


40-5 


Distributive 

trades 


bn 1 
r— 1 < I 


Textiles 


40-5 


Transport 

and 

communication 


40-5 


All metals 
combined 


40-0 


Gas, 

electricity 
and water 


40-0 


111 

Ip 

uls 


40-0 


Construction 


400 


Food, 
drink and 
tobacco 


40-1 


Other 

manufacturing 

industries 


O j 


Mining 

and 

quarrying 


36-6 


Paper, 

printing, 

publishing 


39-6 


Agriculture 
forestry 
and fishing 


xt- 

3 


Timber, 

furniture, 

etc. 


© 1 
i ! 



§ 

Q 

>, 

I 
£ 
. 0 
*-<£[ 

jj 9 

X) 

IS 2 

H O 

<D 



sis 



38 

4) Qi -w 

39# 

BUlfi 
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APPENDIX IX 

The effect of different methods of applying a National Minimum 
Hourly Earnings Level 

1 Tables 1-5 attached show how weekly earnings would (be affected by five different 
methods (described in paragraphs 76-84 of the report) of applying a national minimum 
hourly earnings level. In each table it has been assumed (i) that the rates currently 
operative are 5s. per hour basic for normal hours with time-and-a-third for the first 
two hours of overtime and time-and-a-half thereafter, and (ii) that the national 
minimum earnings level to be implemented is one of 6s. 6d. per hour. As examples, 
each method has been applied in three situations: where normal hours worked for 
which basic rates are paid are currently 37, 40 and 43 respectively. 

2 Table 1: A minimum hourly earnings level guaranteed for all normal hours 

up to and including 40 per week 

Workers having a normal week of 37 hours and 40 hours are guaranteed an extra 
37 x (6s. 6d.-5s.) and 40 x (6s. 6d.-5s.) respectively for the normal week and will 
receive existing payments for overtime worked in excess of these hours. A worker with 
a normal week of 43 hours will also receive an extra 40 x (6s. 6d.-5s.) for the first 40 
hours worked together with his current normal rate for the next three hours worked 
and overtime pay for hours worked over 43. 



3 Table 2: A minimum hourly earnings level guaranteed for all normal 

hours worked in each industry 

The effects of this method are identical with those of method 1 above except that 
payments for normal hours worked in excess of 40 are also enhanced. A worker with 
a normal week of 43 hours will receive an extra 43 x (6s. 6d.-5s.) 

4 Table 3: A minimum hourly earnings level guaranteed for all hours includ- 

ing overtime 

This method has the same effects on earnings for normal hours as method 2 above 
Workers whose current overtune rates are below the national minimum level of 6s. 6d! 

JL r k, 0Ur ( wmctl 18 n ? t the ca ® e m tiie example given) will receive extra payment of 
(6s. 6d. — current overtime rate) for each hour of overtime worked. F * 



5 Table 4: A minimum hourly earnings level guaranteed for all normal hours 
worked in each industry , and a national minimum overtime level 
of one-and-a-half times the minimum for normal hours (9s. 9d .) 
guaranteed for all overtime hours worked 



This method introduces a new concept— the application of the national minimum to 
FmncTand lie USA® leVeI ~ WhlCh is f ° lloWed 1x1 some other countries, e.g., Canada, 



6 Table 5: Actual average hourly earnings, 



i.e. 






i 



cu/ rungs 



, i_ total hours worked 

made up to guaranteed minimum hourly earnings level for all 

hours worked up to and including 40 per week 
The effects of the different formulae on earnings 

40 per tlk m fh°e d LS eSdthTgu^me "to no^l 

guaranteed 
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8 The effects on overtime are set out in Table 6. The methods used in Tables 1, 2 
and 3 all yield identical results, i.e., the worker retains the full amount of his actual 
overtime earnings in addition to whatever the national minimum guarantees for normal 
hours. Strictly speaking, the third method (minimum guaranteed for all hours including 
overtime hours) would, on the figures used in these examples, guarantee less than is 
indicated in columns 6, 9 and 12 of Table 3 since the minimum of 6s. 6d. is less than 
the normal premium rates for overtime. In practice the worker will receive his normal 
overtime rate. The length of the normal working week has no effect on the payment 
for overtime. 

9 The method used in Table 4 (minimum hourly earnings level guaranteed for normal 
hours and overtime paid at 1-| times the minimum earnings level) differs inasmuch as 
overtime is better paid, but again the length of the normal week has no effect. 

10 Only in the case of the method used in Table 5 is the “effective” rate of payment 
for overtime affected by the length of the normal working week, and actually brought 
below the average rate of overtime pay which applies in the absence of a national 
minimum wage. This formula is thus the only one which has a disincentive effect on 
overtime. 
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TABLE 2 

THE EFFECT OF APPLYING A NATIONAL MINIMUM HOURLY EARNINGS LEVEL OF 6s. 6d. PER HOUR 




83 



Printed image digitised by the University of Southampton Library Digitisation Unit 



OF APPLYING A NATIONAL MINIMUM HOURLY EARNINGS LEVEL OF 6s. fid. PER HOUR 



W 

a 



< 






o 





o 



H 



5s. per hour for normal hours 
6s. 8d. per hour for first two hours overtime 
7s. 6d. per hour for overtime exceeding two hours 


Effect of applying 
6s. 6d. p.h. minimum 
to total hours 
including overtime 


Benefit 

from 

N.M.W. 

(13) 


£ s. d. 

2 15 6 

3 0 0 
3 4 6 


Guarantee 
for normal 
hours + 
overtime at 
6s. 8d. and 
7s. 6d. 
(12) 


£ s. d. 

14 18 10 

15 18 4 

16 17 10 


Actual 
weekly pay 
inclusive 
of 8 hours 
overtime 

(11) 


£ s. d. 
12 3 4 

12 18 4 

13 13 4 


Effect of applying 
6s. 6d. p.h. minimum 
to total hours 
including overtime 


Benefit 

from 

N.M.W. 

(10) 


£ s. d. 

2 15 6 

3 0 0 
3 4 6 


Guarantee 
for normal 
hours -f 
overtime at 
6s. 8d. and 
7s. 6d. 
(9) 


£ s. d. 

13 16 4 

14 15 10 

15 15 4 


Actual 
weekly pay 
inclusive 
of 5 hours 
overtime 

(8) 


£ s. d. 
11 0 10 

11 15 10 

12 10 10 


Effect of applying 
6s. 6d. p.h. minimum 
to total hours 
including overtime 


Benefit 

from 

N.M.W. 

(7) 


£ s. d. 

2 15 6 

3 0 0 
3 4 6 


Guarantee 
for normal 
hours + 
overtime at 
6s. 8d. and 
7s. 6d. 

(6) 


£ s. d. 

13 1 4 

14 0 10 

15 0 4 


Actual 
weekly pay 
inclusive 
of 3 hours 
overtime 

(5) 


£ s. d. 

10 5 10 

11 0 10 
11 15 10 


Effect of applying 
6s. 6d. p.h. minimum 
to total hours 


Benefit 

from 

N.M.W. 

(4) 


£ s. d. 

2 15 6 

3 0 0 
3 4 6 


Guaranteed 

pay 

(3) 


£ s. d. 
12 0 6 
13 0 0 
13 19 6 


Actual 
weekly 
pay for 


3 <n • 

3 {s' 


£ s. d. 
9 5 0 
10 0 0 
10 15 0 




Normal 

tirAalrlvr 


4 s * hours 

(1) 


37 

40 

43 
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TION FOR OVERTIME WORK: THE EFFECT OF DIFFERENT METHODS OF 
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APPENDIX X 

Some considerations involved in applying a National Minimum Wage on an 
Hourly Earnings Basis 

1 In Part 4 of the Report the Working Party recommends that because of variations 
in normal hours of work and in the make-up of pay it would be best to apply a 
national m inimum wage as a guaranteed hourly level of earnings. This appendix dra.ws 
attention to various problems involved in following this method, which the Working 
Party noted but lacked the time to resolve completely. 

2 Two issues are involved in establishing an employee’s hourly earnings : it is 
necessary to select the period of time over which earnings are calculated; and it is 
necessary to decide what bonuses, allowances and other additions to total pay are to be 
included or excluded. Account also has to be taken of the value of payments in kind. 



The period over which average earnings are calculated 

3 The application of a guaranteed hourly minimum wage involves the computation 
of actual average earnings over a selected period of time. For a worker paid at a 
constant hourly time rate the comparison between this average and the guaranteed 
minimum would in effect be made every hour, but for anyone paid by results this 
would not only be impracticable but it would fail to take account of hour-to-hour and 
day-to-day fluctuations in actual earnings. 

4 The Working Party considered that the best method would be to calculate average 
earnings over the normal pay period for any particular category of worker, whether 
this be weekly, fortnightly, monthly, quarterly or annually. There could be approved 
exceptions where the method would give distorted results. For example, a special 
problem arises in the case of shift work. Although the tendency is for shift workers to 
work the same number of hours each week, some still work different hours according 
to the weeks in the cycle. In such cases it might be necessary to apply the minimum on 
the basis of average earnings over the whole cycle. 

5 Difficulties could arise in the case of employees paid almost wholly on commission 
whose earnings fluctuate widely from week to week. Rather than complicate the national 
minimum by making some special provision (e.g,, averaging over a longer period) it 
would seem preferable to apply the hourly minimum 'on the usual basis, leaving 
employers to adjust their methods of payment to fit in with this. Employees paid on a 
fortnightly, monthly or annual time basis would present no difficulty. 



Items to be included or excluded 

6 It is assumed that any national minimum would be a gross minimum wage, in which 
case it would not be appropriate to deduct taxes and the compulsory social security 
contributions associated with employment. Reimbursements for specific expenses 
incurred in the job should probably not count towards normal pay, but where these 
reimbursements take the form of a regular allowance not specifically related to 
individual items of expenditure (e.g., tool, clothing allowances) it can reasonably be 
argued that they form part of normal pay for the job. (It is however of interest to note 
that bonuses for tools, clothing and travel expenses, together with special allowances 
for working conditions (dirt, danger money) are not included for the purpose of 
assessing entitlement to the French national hourly minimum.) 

7 Regular bonuses which do not vary with output can be regarded as part of normal 
earnings, but irregular or infrequent payments such as Christmas and profit-sharing 
bonuses would best be excluded. Where merit bonuses are given as a standard com- 
ponent of total pay with little regard to individual performance, it seems reasonable to 
count them in. However, it is less certain whether this remains true of a vigilantly 
administered scheme, where the merit payment is very much of a personal payment and 
not part of the regular pay for that particular job. Shift and nightwork allowances are 
certainly a part of normal earnings and should almost certainly be included, but it has 
to be recognised that by including them one runs the risk of lessening the incentive to 
work special hours. 



88 



Printed image digitised by the University of Southampton Library Digitisation Unit 



Workers paid by results 

g There are two broad alternatives in applying a national minimum to workers paid by 
results. One is to regard the normal level of earnings as equivalent to the “fail-back 
rate” guaranteed to such workers by any particular scheme. The other is to measure 
actual average earnings in some way. An example of the latter approach is used m. 
calculating average earnings for the purpose of calculating compensation under the 
Redundancy Payments Scheme: 

For an employee whose pay varies with the amount of work done, e.g,, if he is 
paid in whole or in part by piece-rates or bonuses or commission related to output 
or performance — a week’s pay means pay for his normal weekly working hours at 

a specially calculated rate. . , , , 

This hourly rate is his average hourly rate over a four-week period, based on the 
pay for all the hours (including overtime hours) when the employee was working, 
but excluding overtime premium and excluding any pay (e.g., under a “guaranteed 
week” agreement) for hours which were not worked. 
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